





PLANNED ECONOMY is nothing new ... in the utility industry. 
Much used as is the “‘planning” expression today, as if something 
newly conceived, in this business it stands for years ot plans that are 


today’s accomplishments, translated into a publicly beneficial 





economy. 


.».. the planning of home electrification that 
has made the benefits of low-priced, uniform- 
standard service the common possession of all 
in a community, together with the availability 


and sanitary systems, but do have “big city” 
electric service at equally favorable-rates. 


... the planning and putting into execution of 
domestic rate principles out of which is evolved 


of favorable appliance purchase plans for util- 


is : ; today’s OBJECTIVE RATE structure, known 
izing this service. 


as the “Commonwealth Plan”—and which has 
broken the so-called “vicious circle” of rates 
vs. consumption. 


... the planning and accomplishment of large 
central generating units; the originating and 
perfecting of long distance transmission, and 


5 : : ja: gn ... the planning of rural electrification alon 
integrating systems into so-called “grids.’ P e . 


sound lines that are overcoming technical and 
physical obstacles, and accomplishing one of 
the most far-reaching social objectives in the 
utility sphere. 


... the resultant extension of urban facilities 
into thousands of cross-road villages which, as 
measured by public works, do not have water 


Here are yesterday’s dreams of progress made practical on the blue-prints of 
reality. Here are plans that are today the accomplishments of public-minded 
management. This is the PLANNED ECONOMY of an industry equipped 
and minded to continue its contributions to the public welfare. 
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Time Tried 
And Fire T ested 


It takes time to develop an 
insurance company to a posi- 
tion of leadership. It takes 
time to mold the character of 
a corporation. It takes cour- 
age on the part of manage- 
ment to hew to the line in the 
face of constantly occurring 
conflagrations, windstorms 
and other catastrophes. It 
takes thrift and careful man- 
agement to store up reserves 
that are instantly available. 
Truly an insurance company has to be 
Time, Tried and Fire Tested before it 
proves its strength. Stock company 
fire insurance has been tested repeat- 
edly. This company has been tried in 
one catastrophe after another. Today 
there is no insurance organization in 
America stronger than 
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Every Investor 
Should Read 
This Free Book: 


“Trend Interpretation” 


“Trend Interpretation” by T. E. 
Rassieur is a comprehensive booklet 
that presents a new sound market 
opportunity. The importance of fol- 
lowing long and short term trend 
movements in buying and selling 
stocks is proved fully and conclu- 
sively by analysis and illustration. 


Shrewd investors know the neces- 
sity of keeping the speculative 
element in stock transactions at a 
minimum. ‘Trend Interpretation” 
tells you how to do it—also gives 
full details of a unique Trend Inter- 
pretation Service based on exact 
mathematical computation —not on 
theories, rumors, or guesses. 


Just ask for a copy of “Trend 
Interpretation.” It will be sent free 
and without obligation. 


T. E. RASSIEUR 
Trend Interpretation Service 


1638 Continental Bldg., St. Louis, Mo. 
v2 
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...THAT’s FIT TO Do YOUR 


When you select an accounting ma- 
chine for your business, come to 
Accounting Machine Headquarters 
...to Underwood Elliott Fisher... 
and be sure to get the machine that 
fits your particular problem. 
Underwood Elliott Fisher makes 
three complete lines of accounting 
machines... three distinct types of 
machines with a wide variety of 
models in each. When Underwood 
Elliott Fisher recommends a ma- 
chine, you may be certain that it 
was designed to do your job. 
Accountants will tell you that Un- 


UNDERWOOD 
ELLIOTT FISHER 


ACCOUNTING MACHINES 
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UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD'S BUSINESS City. 


* Illustrated: Sundstrand Account- 
ing Machine. one of three 
distinct types made by Underwood 

Elliott Fisher 





JOB 





derwood Elliott Fisher not only has 
just the machine for your problem 
but the organization to help you 
use it. Nationally known organiza- 
tions that have used these machines 
for a full quarter of a century are 
ordering regularly year after year. 
They know, too, that next to the ma- 
chine itself nothing is more import- 
ant than the organization back of it. 

Whether you 
need account- 
ing machine 
equipment now 
or not, it will 


Address. 





pay you to know just what Under. 
wood Elliott Fisher Machines can 
do for you. Telephone our nearest 
Branch or mail the coupon for a 
complete demonstration. Every 
Underwood Elliott Fisher Machine 
is backed by nation-wide, company- 
owned service facilities. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines...Typewriters 
++. Adding Machines, Carbon Paper, 
Ribbons and other Supplies 
One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 
Gl GES Sey RT GE Bd OES OS Ce Ge 
Accounting Machine Division 
Underwood Elliott Fisher Co. 
One Park Avenue, New York, N. Y. 
Please have your representative 
get in touch with me in connection with 
a demonstration of your accounting ma- 
chines... without obligation to me, of course. 


Your Name 
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i Pe Sporty, continental golf—without crossing the ocean 
—on a course patterned after St. Andrews, Scotland! . 

+ Only just across the Canadian border but North enough to give you 
boundless pep and energy . . . A thrilling, tantalizing “18” with 
smooth fairways and velvety greens, swept by cool sea breezes from 

Passamaquoddy Bay and closeby your vacation home, the hospitable Algonquin 
Hotel... Alsoa snappy, 9-hole course,—and tennis, boating, trout and bass fishing. 
deep-sea angling, swimming in a sheltered cove with sandy beach . . . And in the 
evening, a smart Casino fine amusements, cinemas, dancing . . You'll find The 
Algonquin’ Ss guests interesting and widely traveled —its personnel trained to old 
English sendards — its distinc tive cuisine supervised by a Parisian chef. The 
Algonquin keeps you daily informed through news bulletins and Stock Exchange 
reports. A telegraph office is within the laid. St. Andrews offers a perfect har oe 
for sea plane landings; for yachtsmen, it’s but a short cruise from Bar Harbor. 
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Rates, American Plan (room-meals): Double room with bath, $9 up per person. 
Single room with bath, $10 up. Spec ial arrangements for weekly or monthly 
stay. Hotel open June 26 to September 7. 


Canadian Pacific Hotel 
See your Travel Agent, or any Canadian Pacific Office, 
or write Manager, Algonquin Hotel. 
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We have received letters and 
others have been printed in the 
newspapers asking the reason for the 
recent sharp decline in securities now 
that we have the Securities & Ex- 
change Commission, which was 
especially brought into being in or- 
der to prevent such things. It is 
true that during the passage of the 
two Securities Acts there was talk of 
“preventing the abuses that led to 
the debacle of 1929.” This, however, 
is pretty loose reasoning: there were 
many abuses in connection with se- 
curities during the last great boom, 
but it was not the abuses that 
caused the boom and subsequent 
crash. Rather were the sales of 
watered stock, the pools and the 
wild gambling mere excrescences, 
disfiguring and costly, but not funda- 
mental: Lest the investor live in a 
fools’ paradise, he must never for- 
get that the S E C’s business is the 


Doing a Good Job 


removal of warts from certain parts 
of the economic structure: it makes 
no claims, neither is it equipped to 
control destiny. Within these limits 
the Commission has done a fine job 
and promises to do a better one. 
Recently it has turned its atten- 
tion towards reorganization pro- 
cedure, rightly recognizing that this 
has long been a fertile field for abuse. 
Based upon S E C’s recommenda- 
tions, bills have been introduced in 
Congress. They extend the Com- 
mission’s jurisdiction to committees 
attempting to adjust defaulted mu- 
nicipal and foreign debt. while other 
provisions cover domestic reorgan- 
izations, both voluntary and other- 
wise. Security holders in moribund 
enterprises are to know all about re- 
organization plans; who is behind 
them and their reason for being so. 
Then, too, S E C is tightening up 
its proxy rules. It is believed that 


there should be a waiting period be- 
tween the time the proxy and the 
accompanying information is filed 
with the Commission and the time 
it is mailed to stockholders. As mat- 
ters stand now proxies are often in 
the hands of stockholders before it 
has been possible for S E C to check 
and have any inaccuracies or defi- 
ciencies corrected. 

If the investor wants further evi- 
dence that S E C is looking after his 
interests, he will probably have it 
shortly in an interim report to Con- 
eress on investment trusts and on 
which additional legislation is sure 
to be based. There is no need to 
belabor the point unnecessarily, but 
the recent break in the stock market 
does show the need of stressing that 
S E C is not a preventer of declines: 
il exists only that the investor may 
have full knowledge of that with 
which he enters the decline. 
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An Interpretation of the Black-Connery Bill 
What Wage and Hour Regulation Means to 


Industry and the Investor 


BY HENRY L. BLACKBURN 





Third and Fourth Quarter Outlook for the "Steels" 


BY B. E. V. LUTY 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY + EAST PITTSBURGH, PENNSYLVANIA 





WORLD s 
GREATEST 
BARGAIN! 





Today’s most remarkable story of great value at low price is found, not in the 


newspaper advertisements you read, but in the light under which you read them. 


ARGAINS? Certainly. The ad- 
vertising columns of your 
daily newspaper are full of them. 
Silk stockings at 59c. Men’s suits at 
$22.50. Tires for $9.75 that will 
outrun their expensive ancestors by 
ten to one. Better automobiles at 
$500 than twenty times that sum 
could have bought in 1916. 
But the greatest bargain of all is 
none of these. It is the sight-saving, 
time-saving, labor-saving commod- 


ity we call electricity. Despite wide 
fluctuations in the cost of manufac- 
turing and delivering electric cur- 
rent, its cost to the user has moved 
year after year in only one direction 
— downward. The “‘light bill’? of 
the average home is not appre- 
ciably higher today than it was ten 
years ago. Yet that home is now 
using brighter lights and more of 
them — now has, at the very least, 
a radio, an electric iron, and one 


Westinghouse 


Tie name Tad mee; 


or more other useful appliances. 

Best of all, electricity’s value in- 
creases as it takes over more and 
more work — the preservation and 
cooking of food. . . the washing of 
clothes and dishes ... the cleaning 
and the hot water supply. Westing- 
house research and apparatus help 
your power comparly to supply 
you cheap electricity for these tasks. 
Westinghouse appliances help you 
to use it most effectively. 
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The Trend of Events 


FIVE LITTLE DICTATORS ... The objectives of the 
Administration-sponsored Black-Connery bill are to 
abolish sweatshop hours and wages, end child labor, 
enforce collective bargaining and share the existing vol- 
ume of work. President Roosevelt sees this resurrected 
N RA as extending “the frontiers of social progress.” 
Other New Dealers see it as forcing the re-employment 
of 4,000,000 persons now jobless. Thus, it is a vague 
hodgepodge of reform and “economic planning.” 
Recognizing the enormous complexity of the under- 
taking, Mr. Roosevelt proposes no precise standards. 
The idea is that Congress—already swamped under 
more far-reaching legislation than could be adequately 
considered and debated in any one session—shall set up 
certain broad standards, and then delegate to a board 


of five $10,000 a year political appointees of the Presi- 


dent wide discretionary powers to enforce those stand- 
ards and to vary them largely at will. 

In short, Mr. Roosevelt does not know exactly what 
he wants done and neither does Congress. Therefore, 
it is proposed to set up a roving commission and give 
it plenty of authority to make its own laws—five little 
dictators over American business. But Miss Perkins, 
idealistic Secretary of Labor, fears the job may be too 
big for one board. Perhaps there should be a separate 
board for each major industry—five dictators for steel, 
five dictators for textiles, five dictators for the motor 
industry and so on! 


Not even the most liberal Justices of the Supreme 
Court could stomach the original N R A. Justice 
Cardozo, supplementing a unanimous verdict, called it 
“delegation run riot.” It passes belief how this new 
concoction could get by any Supreme Court except one 
wholly subservient to the President. In the event that 
it does, American industry is going to get a dose of 
bureaucratic regulation like nothing outside of Russia, 
Germany and Italy. What then? The cost will be 
great, but the nation will survive. When this thing 
demonstrates itself to be another N R A mess the voters 
will have plenty to say about it. They are the court 
of final resort. 


HOW THE BANKS UNLOADED ... Not long ago 
when bank investments in Government bonds were 
mounting toward the sky the questions were raised 
as to how the banks could ever get out from under 
this abnormal volume of Federal obligations, and 
how they could withstand the shock of even moderate 
decline in price of such bonds. We have now had a 
partial answer to both questions. Since the start of 
this year Federal Reserve member banks in 101 leading 
cities have liquidated $1,013,000,000 of their Federal 
bonds. On this basis, it is estimated that within this 
short period total bank sales of Governments must 
have been at least $1,250,000,000. 
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Who stepped in on the buying side? That is not 
precisely known, but it is believed that insurance com- 
panies took about $500,000,000, while the Federal Re- 
serve banks bought $100,000,000 and Treasury agencies 
about $200,000,000. This leaves some $450,000,000 ab- 
sorbed by other institutional buyers and individual in- 
vestors. The chances are that most of this huge liquida- 
tion was at a profit to the banks and very little at 
significant loss. The $10,480,000,000 of such bonds held 
by reporting member banks at the close of December 
was neither purchased at peak market prices nor carried 
on bank books at such prices. 

Apparently the liquidating movement has ended for 
an indefinite time. It is improbable that the problem 
can be solved more than partially by further ultimate 
shift of these holdings to institutional and individual 
investors. The most logical solution, in complete accord 
with the Eccles theory of managed money, would be 
the beginning of substantial debt retirement by the 
Government. 


GREAT BRITAIN MUST CHOOSE... One of the 
most heartening features of the present world-wide 
recovery movement is the manner in which it is 
reacting on the trade between countries. According to 
the League of Nations, world trade in the first quarter 
of 1937 was eighteen per cent ahead of last year in gold 
value. Further gains are assured, although without defi- 
nite action they will be on the moderate side. However, 
it is possible to at least hope that the necessary definite 
action will be taken. A statesmanlike agreement be- 
tween this country and Great Britain—perhaps between 
this country and the British Empire—would give a re- 
markable fillip to world trade and would have a tendency 
to raise the standard of living of all peoples. Usually 
it is the United States that presents the stumbling block 
to international agreement. This time, however, the 
principle obstacles appear to be elsewhere: never in 
modern times has the United States had a government 
so desirous of increasing world trade. Secretary of State 
Hull has gained the respect of American citizen and 
foreigner alike by his unceasing efforts towards a freer 
commercial intercourse between nations. Yet, although 
members of all parties in Britain have beseeched their 
Government to change its narrow policy of “empire 
preference,’ the powers-that-be seem lukewarm to the 
proposal. There are difficulties, of course: no great prize 
was ever won without a struggle. The present confer- 
ence which is being held in London between the heads 
of the Dominions and the British Government would 
appear to be an ideal opportunity for the British Com- 
monwealth to settle any internal obstacles that there 
may be to a trade agreement with this country. If this 
were done the fight would be more than half won. It 
is said that the present London conference is concerned 
mainly with plans for a coming war. The conference, 
however, might better pay more attention to trade. Free 
world trade from the nationalistic shackles that have 
been imposed on it and one has removed possibly the 
most important cause of war. 


TOWARD "GREATER SECURITY"—MAYBE ... To 
the security markets the Supreme Court decision up- 
holding the Social Security program is significant chiefly 
because of its relationship to the Government’s fiscal 
outlook. It assures Social Security tax revenues esti- 
mated at around $1,000,000,000 for the next fiscal year, 
This money may be and will be spent in any manner the 
Government chooses, but it is probable that at least 
some of it will be used for debt retirement. To that 
extent the outlook for the Government bond market js 
improved, which should mean also a firmer market for 
gilt-edged corporate bonds and for new financing. 

To the New Dealers the decision is not only vindica- 
tion for the present Social Security set-up, but appar- 
ently also an invitation to rush forward to bigger and 
better “security” for the common man. “Now that the 
way is cleared,” says Senator Wagner, “we must push 
forward calmly but firmly toward ever greater security.” 
The Senator has in mind not only the proposed exten- 
sion of the benefits of the law to farm workers and 
domestic servants, but calls for higher standards of com- 
fort for the aged and a wider measure of protection for 
the unemployed. 

Has the way been “cleared”? Legally, it has—but 
genuine social security can not be established either by 
court decision or by good intentions on the part of our 
Washington idealists. Need any man with intelligence 
enough to find his way around the block be reminded 
that the Federal Government can give to the people 
only what it takes from them? The present plan involves 
ultimately a combined 9 per cent tax on payrolls and 
worker incomes—a 9 per cent extraction from productive 
endeavor, on top of “regular” taxes, direct and indirect, 
which already take 25 per cent of the average family’s 
income. Taxing our way to “social security” may mean 
a more abundant life to our bureaucrats but to few 
others. The greater the burden put upon production 
and distribution of needed goods and services, the less 
actual security will there be for all. 


THE YES MEN SAY NO... Whatever kind of relief bill 
is finally adopted, it is more than plain that a majority 
of members of Congress have no taste for the present 
W P A, either as to cost or methods, and that they in- 
creasingly resent the cracking of the Roosevelt-Farley 
whip. Certainly thus far the Administration-written 
bill—another blank check for $1,500,000,000—has had 
tough sailing in the House. Amendment after amend- 
ment has been adopted, all severely clipping the wings 
of W P A Administrator Hopkins. 

Now it may be that by forcing a record vote on these 
changes the Administration can bludgeon Congress into 
writing a bill more to its liking—but the tide has turned 
against “must” legislation and the chance that the orig!- 
nal bill can escape any change appears remote. The 
most important amendment provides that the appropria- 
tion must be spread over twelve months. Without such 
safeguard the amount voted would have scant signifi- 
cance, for heretofore Mr. Hopkins has been able to 
spend as fast as he pleased and when the money ran 
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out Mr. Roosevelt merely went back to Congress with 
demand for a deficiency appropriation. 

As the measure now stands, it would reducéthe Fed- 
eral relief bill for the next fiscal year by about one-third, 
as compared with the W P A expenditure for the year 
ending June 30. In part this increasing independence 
in Congress reflects a sentiment for economy. In much 
greater part, however, it reflects a revulsion against 
endless blank checks and wasteful W P A methods. For 
both reasons we believe it will be regarded by a majority 
of citizens as a hopeful development. The Senate, yet 
to be heard from on relief, is usually more independent 
than the House. What it does to W P A may be a 
sight worth watching. 


HOW MUCH STOCK SHOULD A COMPANY OFFI- 
CIAL OWN? ... When those who are running a com- 
pany have little, if any, financial stake in it, stock- 
holders are apt to think that their interest in the welfare 
of the organization is as small. Conversely, when the 
officials are big stockholders they are open to the accusa- 
tion of being more alive to stock market fluctuations 
than to running the business. There are in addition 
other practical objections to the officers and directors 
holding big blocks of stock. It interferes, for example, 
with financing plans. Directors sometimes are loath to 
authorize rights to subscribe to additional stock because 
of the large sums of money that they themselves would 
have to provide. This might mean either that the com- 
pany would struggle along without the money that it 
could profitably employ, or that the money would be 
raised less advantageously by selling bonds or preferred 
stock. Then, too, a big block of stock in the hands of 
any individual is apt to cause what might be termed 
estate difficulties in the event of his death. No investor 
likes to have estate stock overhanging the market for 
his holdings. All-in-all so far as the average small in- 
vestor is concerned, it would seem that too much stock 
were worse than too little. The ideal is a compromise 
and, unless there are special reasons why it cannot be 
arranged, every officer and director should have a sub- 
stantial stake in the company he is helping to ruan—but 
a stake not so large as to prove embarrassing under cer- 
tain circumstances. 


SIX MORE YEARS OF BUILDING RECOVERY ... Final 
figures on residential building in May are expected to 
show a smaller increase from a year ago than the 61 
per cent gain experienced in April. Such a result, how- 
ever, will be of no significance in relation to the under- 
lying recovery in the volume of construction. The fact 
is that we had an exceptionally mild winter and that 
it coincided with widespread talk of a run-away boom 
in_ prices of materials. For both reasons speculative 
builders “stepped on the accelerator” during the early 
months of this year. Thus a slackening in the recent 
tate of gain is wholly natural. It is worth noting that 
heavy engineering contracts for the first three weeks of 
May ran 70 per cent higher than a year ago. 


The basic factors determining the outlook for build- 
ing remain favorable. The rise in cost of materials has 
been checked. The trends of rental values, vacancies, 
population growth and national income all point to a 
much greater expansion in residential construction than 
has yet been seen. Long-term mortgage credit is plen- 
tiful, on favorable terms. As for purchasing power, com- 
bined factory payrolls, farm income and dividend dis- 
tributions are now running at an annual rate more than 
$4,000,000,000 larger than a year ago. 

Whenever the construction figures look not quite so 
good as a month ago, it is highly comforting to be 
reminded that exhaustive studies by various eminent 
academic authorities indicate that the basic construction 
cycle averages a life of eighteen to twenty years from 
peak to peak. Taking the eighteen-year figure, this 
means nine years down and nine up. On this reasoning, 
1934 having been the first “up” year, the next peak in 
building should come in the year 1943. For our part, 
we will rest on the shorter-range forecast that it will 
not come this year or next. 


RIDING FOR A FALL .. . In Pontiac the United Auto- 
mobile Workers’ union has directed its members to stop 
paying rent as of June 1—a mass demonstration aimed 
at reducing the cost of living. It is reported that the 
union also contemplates an attempt to “organize” De- 
troit tenants and consumers into a super-pressure group 
for “protection” against landlords and merchants. In 
part this reflects ambition run wild, but it also reflects 
the fact that wage increases obtained by the union are 
beginning to complete the circle and are coming back on 
factory workers in the form of higher living costs. 

From Springfield, Mass., comes the story of a small 
baker offering to turn his business over to five striking 
employees if the union will permit him to work in the 
shop for $30 a week. 

The economic realities behind the two above, and 
apparently unrelated, developments are identical. Quite 
aside from any question of law or morals, the cold fact 
is that business enterprise in the aggregate over a period 
of years manages to retain for profit and reserves about 
five cents out of every dollar taken in from consumers. 
This is proven by Treasury statistics of income tax 
returns. What does it mean? It means simply that real 
wages can be raised neither by union pressure nor fiat 
of government but only by larger and more efficient 
production. There is inevitable sad disillusionment 
ahead for workers now being falsely told that they will 
gain at the expense of greedy employers. No matter 
how you divide it, nobody has yet found a way to get 
more than there is available. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 206. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, May 31, 1937. 
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Rising Market Ahead 


BY A. T. MILLER 


‘au action of the market over the past fortnight has 
supplied reasonably convincing evidence that intermedi- 
ate reaction has been completed and that from the close 
balance of supply and demand now prevailing there 
should develop over the near future a renewal of selec- 
tive advance. 

There are various indications which support this con- 
clusion. For one thing, it may be noted that the recent 
rally, as measured by the Dow-Jones 
industrial index, recovered a much 
greater proportion of the immediately 
preceding phase of reaction than had 
been seen on any previous rally since 
the market turned downward in March. 
The pattern of this index over the past 
three months has consisted of four 
periods of concentrated decline and four 
rallies. None of the first three rallies 
retraced more than half of the ground 
lost in the preceding downturn. In con- 
trast the recent rebound made up 8.13 
points of the decline of 8.84 points 
experienced between May 4 and May 13. 

As this is written the market has with- 
stood in excellent style a four-day test 
of moderate secondary selling, resulting both from profit- 
taking on the rally by in-and-out traders and a quite 
natural inclination of speculators and investors to defer 
commitments pending proof that the rebound would not 
be followed by renewal of general weakness. The result 
thus far has been only a minor dip on very small volume, 
leaving the industrial average some 6 points above the 
May 13 low. 

Again, favorable news on earnings or dividends is now 
once more bringing investment demand into individual 
stocks, whereas from early March to mid-May the 
tendency was to concentrate attention on all unfavor- 
able factors and to ignore good news. Indicative of a 
renewal of selective demand, one can find here and there 
issues which have recovered from 50 to 100 per cent of 
the entire decline since early March. A prominent 
example of this, among stocks of investment caliber, is 
Eastman Kodak. From March 6 to April 29 this issue 
declined from 173 to 151. The investment appeal of 
its recently increased dividend has gradually pulled it 
back up the hill and the price, at this writing, is 
again 173. 

We are confident that the dividends now being paid 
on numerous stocks are too attractive to be long ignored 
by investors, and that more and more favored equities 
over coming weeks are likely to follow the pattern set 
by Eastman, even though most may not, and probably 
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will not, match this particular recovery in speed. 

Confirming our belief that prevailing prices are again 
inviting selective investment attention is the favorable 
action of the bond market. It is both interesting and 
significant to note that the trend of the bond market 
reflected a waning of investment demand months in 
advance of similar indications in the stock market. 
From the end of last September through January there 
was no net advance in the bond market. 
It turned reactionary late in January, 
declined through February and dropped 
sharply in March and early April. The 
low point in this reaction was reached 
on April 12, just about one month in 
advance of the low point in the stock 
market; and at present the bond market 
has shown a tendency to creep upward 
for about six weeks. 

Pessimists on the market outlook, it 
must be conceded, are not entirely de- 
void of ammunition. It may be noted 
that recent action of the railroad stocks 
has been somewhat disappointing, with 
many of these issues only a trifle above 
the May 13 lows, which lows, however, 
unlike the general run of industrials, were far above the 
year’s lows. It must also be taken into account that 
convincing proof of the end of reaction in the commodity 
markets is yet to be supplied. 

As to rails, we are inclined to doubt the technical 
significance of the recent dip, both because it was accom- 
panied by insignificant volume and because it had ade- 
quate explanation in the news in three particulars. First, 
the granger rails turned down on a wheat crop scare 
and these issues were responsible for a large part of the 
recent recession in the rail average. At the moment 
drought alarms have been relieved by the heaviest “Dust 
Bowl” rains in many years and over the immediate 
future the stocks of granger roads should do better. It 
need hardly be said that these stocks will respond to 
recurrent waves of hope and fear regarding the size of 
the crops for some weeks to come. Regardless of these 
short-term fluctuations, there is scant reason to doubt 
that most granger rails will carry more agricultural 
products this year than last and that price of such 
products well above the year-ago will mean good times 
in their territories. 

Second, rail statements for April showed a narrowing 
margin of gain. This, however, can be put down as 
due largely to that month’s temporary and heavy decline 
in bituminous coal movements, following previous for- 
ward-stocking in fear of a possible miners’ strike, and to 
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The action of the market over the past fortnight supplies 


convincing evidence that a firm base of resistance has been 
established. We now recommend purchase of selected stocks 


presented in this issue and in our two preceding issues. 


the decisions of many rail managements to make heavier 


maintenance outlays. Third, demand of Governors in 
Southern states for lower freight rates on industrial 
products came in for unfavorable attention. 

The basic fact remains that earnings of rails continue 
to run well above a year ago and that the double lever- 
age inherent in capitalizations and rising traffic presents 
the potentialily of sharp increases in 1937 income. 

As regards commodity prices, it should be noted that 
recent’ weakness has centered almost exclusively in 
agricultural products and that industrial raw materials 
have experienced very slight change in average price 
for several weeks. It is the latter group which is of 
most concern to business men and in its present action 
there is no cause for alarm. It is quite probable, in any 
event, that the sharpest part of the readjustment in 
industrial commodities has been seen and even should 
there be further gradual decline in coming months no 
serious harm would result. What we have seen since 
March is merely the usual correction of a temporary 
commodity price squeeze and not a beginning of a 
significant price deflation. As this publication has 
pointed out before, a phase of concentrated commodity 
speculation and a subsequent set-back have made their 
appearance at some point in every recovery from a 
major depression, without having more than intermedi- 
ate significance in relation to the basic economic cycle. 


In our issue of May 8 we presented for investment and 
speculative consideration a special list of ten common 
stocks, recommending both in that issue and in the issue 
of May 22 that purchases, as a safety first matter, be 
deferred pending more definite evidence that a firm base 
of resistance had been established. We are now of the 
opinion that these conditions have been met and that 
commitments in these and other selected stocks presented 
elsewhere in this issue, as well as in the preceding two 
issues, can be made to advantage. 

The ten stocks receiving special attention from us in 
the May 8 issue are: Youngstown Sheet & Tube, 
Republic Steel, Southern Pacific, Southern Railway, 
National Lead, Continental Oil, United States Rubber, 
Westinghouse Air Brake, United States Gypsum and 
International Harvester. The two steel companies here 
listed are presently affected by strikes. So far as this 
temporary factor has any effect on these stocks—and it 
is having very little as this is written—it should tend 
to permit purchases at more favorable prices than would 
otherwise be available. Recent sluggishness in the rail 
group likewise makes Southern Pacific and Southern 
Railway available at prices we believe attractive for 
intermediate trading and longer-range speculative pur- 
poses. In the other six a moderate premium over recent 
bottom prices may be considered, we think, as a not 
excessive penalty for conservatism. 
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Outlook for 


Business Profits 





BY JOHN D.C. WELDON 


O.. a short while ago the general theme of most 
published business comment had to do with the appar- 
ently favorable prospect for further recovery, both im- 
mediately and for the longer term. Now that we have 
seen a severe reaction in commodity and security prices, 
business conjecture centers almost exclusively on the 
timing and scope of possible relapse in production and 
trade during the second half of the year, and its effect 
upon corporate profits. 

Current business is generally excellent. There is thus 
far an almost unbroken series of reports of larger pro- 
duction, bigger trade, higher earnings, improved railroad 
traffic, enlarged payrolls, gains in construction, rising 
farm income, etc. This is taken as gratifying as far as 
it goes, but not necessarily indicative of what will come 
during the rest of the year. Business man and investors 
are now wondering about the other side of the picture. 
They are talking about higher costs of materials and 
labor, heavy taxes, consumer resistance to higher prices 
of finished goods, inventories and the effects upon profits 
to be expected when and if volume suffers material 
decline. 

Now we have yet to find a business man or economist 
of any standing who believes that the basic expansion 
cycle has terminated. In terms of per capita business 
activity, we are still in a depression zone. There are 
huge needs yet unsatisfied. The national income is still 
far under the average of the prosperous 1923-1929 period. 
Aggregate corporate profits, although showing large per- 
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centage gains from depression levels, are far under the 
prosperity mark. Our resources of materials, labor and 
credit are adequate. Finally, the Government, which 
has assumed the responsibility of guiding the economic 
trend, is committed to—and must have—further busi- 
ness progress. The fact that the New Deal will strive, 
so far as lies within its power, to keep longer range ex- 
pansion on a firm foundation, soundly geared to consumer 
purchasing power, does not change the basic picture. 

Therefore, we are not dealing with the longer range 
outlook for corporate profits. It may be assumed, with 
reasonable confidence, that aggregate business earnings 
have not seen their peak in this second quarter of this 
fifth year of recovery; and that they will rise substan- 
tially higher before we encounter anything more signifi- 
cant than a period of temporary business reaction. 

Bright though the prospect for profits over the longer 
term may be, however, the security markets quite natu- 
rally are concerned and deeply concerned with the ques- 
tion of third and fourth quarter profits. The consensus 
of opinion, both among business men and Washington 
economists, seems to be that business recession of more 
than seasonal proportions will become evident early in 
the third quarter, but that before the end of the fourth 
quarter renewed advance should begin. 

This analyst will neither affirm nor dispute that guess. 
The fact is that at no time is there available data to 
support a rational forecast much more than three months 
ahead. This article, therefore, will concern itself chiefly 
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with the profit outlook for the third quarter, so far as 
it can now be appraised. 

Whether the general level of corporate profit3*for any 
particular period is considered favorable or unfavorable 
depends upon the standard of comparison used. The 
true investor is most concerned with the yield of his 
dividends which, over relatively short periods, does not 
vary as much as do company earnings. To all traders, 
however, and to many speculators who mistakenly re- 
gard themselves as investors because they have paid 
cash for their stocks, changes in earnings from quarter 
to quarter are of vital concern. Thus, by far the most 
widely used standard of comparison is with earnings of 
the previous quarter and with those of the same quarter 
a year ago. 

It is, of course, axiomatic that large percentage gains 
in earnings do not run on indefinitely. Under the work- 
ings of our economic system, there has always been 
some ceiling to volume and profits, and the nearer we 
approach maximum prosperity the smaller will become 
the percentage gains in comparison both with the pre- 
ceding quarter and with the corresponding period a year 
ago. The closer any industry approaches capacity vol- 
ume, the smaller will be gains in profits from quarter 
to quarter. Indefinite operation at capacity may per- 
fectly suit the genuine investor, since it will afford him 
a satisfactory return on his investment, but it is not 
the stuff of which speculation is made, for profitable 
speculation is based not on stability but on change. 

As a generality, it would be fatuous to suppose that 
the general run of earnings statements will continue 
much, if any, longer to show year-to-year quarterly 
gains of 50 per cent or what have you—as was the case 
with first quarter earnings and as will probably prove 
to be the case when second quarter statements come in. 

For example, tabulation of first quarter profits of 270 
leading industrial companies, presented with this article, 
shows an aggregate gain of 53.5 per cent over the first 
quarter of 1936. That the gain was of such magnitude 
was due partly to the fact that comparison is with a 
1936 period of relatively low business volume, but even 
more so to the fact that the showing was ballooned by 
huge percentage gains in some industries which were 
earning very little money a year ago. Going into this 
53.5 profit gain shown in composite, for instance, were 
gains of 233 per cent in building materials, 448 per cent 
in iron and steel, 542 per cent in paper products and 
194 per cent in railway equipment. It need hardly be 
said that percentage changes on this order will not con- 
tinue, even though many companies now reporting the 
biggest gains are far below 1926-1929 earning power. 

In short, in looking at third quarter profit prospects, 
we are dealing with statistical, as well as business, reali- 
ties. The farther industries or companies put depression 
earnings behind them, the smaller will be the quarter- 
to-quarter gains. On a statistical basis, few if any indus- 
tries remain that could duplicate first or second quarter 
percentage gains during the third quarter, even shoul 
volume remain at its present level. Since the largest 
gains will be shown by those industries which had rela- 
tively poor business during the third quarter of last 
year, it is most probable that percentage gains far above 
the average of all business will be reported for the third 
quarter by almost precisely the groups which led in first 
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quarter comparisons, namely such as steel, building 
materials, paper, railway equipment, household furnish- 
ings, petroleum, merchandising, motion pictures and 
machinery. These groups showed an average first quar- 
ter gain of about 230 per cent over the first quarter of 
1936. Their composite gain for the present quarter will 
be smaller and it will be still smaller for the third quarter. 

Thus, in some statistical phenomena applying to cer- 
tain important industries as well as in the statistical 
fact that third quarter comparisons for business as a 
whole will be with a more favorable 1936 period than 
was the case in either the first quarter or the second 
quarter of this year, we have ample reason to look for 
considerably more moderate year-to-year gains in third 
quarter profits—and probably in fourth quarter profits— 
than has been the rule thus far. 

Obviously, however, statistical factors are not the only 
limitation on third quarter earnings prospects. On pres- 
ent indications of probable third quarter volume and 
costs, profits are likely to be somewhat lower in the 
aggregate than in the first and second quarters but con- 
siderably above those of the third quarter of last year— 
not 53 per cent higher, as in the first quarter, but, on 
a guess, let us say probably 20 to 25 per cent higher. 

What profits prove actually to be will depend not on 
costs of labor, materials, taxation, overhead, etc.—but 
the ratio between such costs and volume. In the sus- 
tained recovery of the past two years the trend of costs 
has been persistently upward, with marked acceleration 
during the fourth quarter of last year and the first two 
months of this year in rising prices of raw materials and 
higher wages, but volume was more than sufficient to 
hold down unit cost of product and profits increased 
accordingly. 

To the stockholder, profits per share constitute the 
point of interest. Decline in a company’s operating mar- 
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gin, if of moderate proportions, is not vital as long as 
it is offset by increased volume. Thus, a 9 per cent profit 
margin on sales of $1,125,000 will yield a larger net in- 
come than a 10 per cent margin on sales of $1,000,000. 

There is no blinking the fact that costs in manufac- 
turing industry have had an abnormally fast rise since 
October of last. year, that the major part of this increase 
will “stay put” for an indefinite time and 


ond quarters, as appears likely, profits in the aggregate 
will be materially under the first and second quarter 
levels. 

In illustration of how this works out, it is illuminating 
to compare the sales, net profits and profit margin of a 
sample group of forty large manufacturing concerns in 
the fourth quarter of last year and the first quarter of 
this year, as compiled by Mr. George E. Roberts, econo- 
mist of the National City Bank. Combined fourth quar- 
ter sales were $1,066,051,000, net profit $144,401,000 and 
profit margin 13.5 per cent. First quarter sales were 
$1,037,808,000, net profits $110,892,000 and profit margin 
10.7 per cent. In other words, on a sales decline of less 
than 8 per cent, profits declined about 23 per cent. 

On the other side of the picture, the fourth quarter 
profit margin of 13.5 per cent may be considered abnor- 
mally high; and, of course, no such margin is enjoyed by 
the aggregate of business even in the most prosperous 
times. From a longer term point of view, substantial in- 
crease in volume would make for larger aggregate profits 
and larger profits per share of existing stock, even though 
profit margins should be materially lower than the best 
levels prevailing in recent months. Even though it is 
likely that the advance in prices of raw materials has 
topped out for an indefinite time to come, it cannot be 
too strongly emphasized that larger volumes and in- 
creased efficiency in operations are the only possible off- 
sets to the permanently (Please turn to page 266) 





that the adverse effects on profits will show 
up when and if volume either ceases to ex- 
pand or declines. Reaction in commodity 
prices has cancelled only a relatively mod- 
erate part of the advance in costs of mate- 
rials since last October. It is highly improb- 
able that there will be any reduction in 


Profits of Leading Industrial Corporations for the 


First Quarter 


Net Profits Are Shown After,Depreciation, Interest, Ordinary Taxes, and Other Charses and 


Reserves, But Before Dividends. 
(In Thousands of Dollars) 





wage rates. Federal Reserve Board figures ao. ~~ 
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most manufacturing industries will tend to 
work lower. If third quarter volume is even 


* Before certain charges. 
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moderately under that of the first and sec- 
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What Would an 


All-Cash Market 


Be Like? 


BY J. C. CLIFFORD 


™ the crop of rumors that were being circulated 
at the worst of the recent market decline was one which 
held it to be Administration’s intention to prohibit 
entirely the buying and selling of securities on margin. 
It is known, of course, that the authorities frown heavily 
on speculative excesses. The President himself has 
openly declared against them. In view of this attitude 
and the fact that the Federal Reserve Board possesses 
the power to fix the amount of credit extended on 
securities and that this power has already been used 
once to raise margin requirements from forty-five per 
cent to fifty-five per cent naturally detracted nothing 
from the avidity with which the rumor was accepted. 
On the other hand, because of the drastic correction 
that has taken place in the speculative position of both 
commodities and securities, it seems most unlikely that 
the authorities will take further deflationary steps in 
the near future. To do so might well cause a serious 
contraction in business activity and no one—certainly 
not the administration—wants to see this. However, 
such factors as the Government’s continuing deficits 
and the influx of foreign gold have laid down so much 
inflationary dynamite that one may expect to see the 
advance in securities and commodities resumed and 
excessive speculation probably 


would happen and what kind of markets we would have 
subsequently would depend largely upon how drastic 
the new regulations were. 

It would for example make a great deal of difference 
if it were possible to substitute bank loans for brokers’ 
loans. Under these circumstances purchases of securi- 
ties would be for cash as far as the broker was con- 
cerned with the buyer’s bank lending a portion of the 
purchase price. What proportion of the market value 
would the bank lend and under what conditions are 
two other important points: would the bank make any 
attempt to differentiate between a business loan on 
securities and one made solely for speculative purposes 
is yet another. 

It would seem difficult for the banks to pursue a 
policy of reasonable liberality in regard to loans on 
securities for business purposes and at the same time 
be harshly restrictive towards loans for carrying securi- 
ties. If the policy finally evolved tended generally to 
strictness the harmful effects upon business which might 
result would be something not bargained for. Were it 
the Administration’s policy, however, to restrict specu- 
lative loans on securities, the banks undoubtedly would 
do all they could to further (Please turn to page 259) 








will threaten sooner or later. 
Should it do so and should the 
Reserve Board decide to elim- 
inate trading in securities on 
margin, it is interesting to dwell 
upon what might happen to a 
market conducted on an outright 
basis. 

It may be taken for granted 
that under no circumstances 
would the Board move for the 
elimination of all margin ac- 
counts immediately. A breath- 
ing spell of perhaps a year would 
probably elapse before such a 
tule would be applicable to com- 
mitments already assumed on a 
margin basis. Nevertheless, how- 
ever much of the sting is taken 
out, it may be assumed that any 
tightening of margin regulations 
would be followed by a sharp 
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Behind the Scenes 


in Congress 


Congress Rises in Revolt and President Loses 


Last Battle as He Wins New Deal War 


BY THEODORE M. KNAPPEN 


QO, Monday, May 24, President Roosevelt chalked up 
the Supreme Court victory for the Social Security Act. 
On the same day the docket of the Court showed that he 
had won a victory on all 12 New Deal test cases brought 
before the Court at the session about to end. Never had 
the President’s record of achievement stood higher. Never 
was he more dominant in action and manner. Never was 
he lower in the esteem of his friends or higher in the 
denunciation of his enemies. Never was his hold on real 
public opinion less and his grip on Congress weaker. Yet 
his batting average as measured by public good will in 
general was never so good. 

Old timers recall in parallel the President Wilson of 
1920, returning, as it might be put, from successful leader- 
ship in the greatest war of modern times to go down to 
condign defeat in defense of the treaty which was sup- 
posed to preserve the fruits of victory. 

“Both men,” said a hard-headed Democratic Senator, 
“came to disaster in consequence of vanity, which more 
or less infects every man endowed with great power and 
a long run of success, whether in public or private place. 
In a long period of public life I have viewed with inner 
amusement the change in the behavior of many a worthy 
public man when success spoiled him. It matters little 
whether the success be purely fortuitous—just a string of 
lucky breaks, or whether it is the end product of genuine 
ability; the victim of the disease soon comes to be certain 
that he is—‘the master of his fate.’ 

“President Roosevelt is a born aristocrat and also a 
born demagogue in the best sense of the word, without 
which there is little success in politics. He was too much 
of an aristocrat to be an offensive demagogue, and too 
much of a demagogue to be a repellent aristocrat. To all 
outward appearance his head has been turned surprisingly 
little by his prodigious success. But inwardly he has been 


212 





as much changed from the natural man as has been 
Hitler or Mussolini. I don’t believe he ever thought of 
himself for a moment as a dictator, but there have been 
many moments, I am sure, when he looked upon him- 
self as the all around No. 1 ‘great man’ of the United 
States. Never did he dream that he could be beaten 
on any issue concerning which he had taken a firm 
stand. 

“Today, so far as I can see, he is discredited with 
the best minds of his own party and with the majority 
of the American people by his reckless attempt to intro- 
duce ‘court packing’ as an essential part of the Consti- 
tution. Not only is he beaten, but notwithstanding his 
brave assertions to the contrary, he would delightedly 
accept any compromise that would give him some 
show of formal victory. 

“Yet in substance, that is in the sense of attaining 
the characteristic and essential ends of the New Deal, 
he has won. A month ago he could have saved his 
face as well. He has overplayed his hand and over- 
stayed his fate.” 

I think this Senator states the situation with a good 
deal of fidelity to the facts. At the very pinnacle of 
his power and popularity the President unnecessarily 
allowed his mortality to be exposed. Both his discreet 


and his ardent admirers who had condoned much repre- 
hensible inconsistency parted with him on the Supreme 
Court dilution. 
him for the first time. 


Personal and political friends deserted 
So now it ean be said almost 
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without qualifications that the end of the Roosevelt 
legend has arrived. Not the end of the legend of tower- 
ing leadership. but the end of the legend of everlasting 
victory. 

It is with regret that men on Capitol Hill utter this 
“opinion.” President Roosevelt has aimed so high, 
accomplished so much, safely piloted the Nation so well 
in a most grievous time, that many of his opponents 
would love to see him retain the glamour of righteous 
success to the end, but that has never been achieved in 
this Republic by any President, not even by Washington. 

All this might be taken more or less by the amused 
spectator as a national comedy were it not so plainly 
abutting on tragedy. A Roosevelt definitely, although 
most respectfully beaten, is something Congress and the 
public has not hitherto had to deal with for any length 
of time. Unless he completely changes his strategy, the 
President is from now on to be distinctly on the defen- 
sive. That means that he will have to battle, battle 
often and constantly unless he prefers ease to achieve- 
ment. That being the case, the business world will find 
itself in troubled water during a period of the Adminis- 
tration when it might reasonably have expected peace 
and calm. The possibility of surprise, disappointment 
and rebuff lurks behind the doors of Congress as they 
open each noontime. 

There is no national electoral campaign this fall. It 
isalmost a year and a half until the next election—time 
in which to forget a great deal. This is the period when 
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members of Congress can be bullied the least by the 
populace and frightened the least by the President. It 
is possible, of course, that there may ensue a sort of 
truce. The members of Congress may temper their 
triumph in the Supreme Court contest and the Presi- 
dent may suppress the exhilaration flowing from the 
accomplished fact that the New Deal is now pretty 
firmly entrenched in public opinion, and well bolstered 
by judicial opinion. On the other hand it may develop 
that Congress will consolidate its clear-cut victory and 
that the President will become more aggressively mili- 
tant. However the novel relationship in which Presi- 
dent and Congress now find themselves may affect the 
future, it will not much change any forecast that might 
have been thoughtfully written some time ago. 

Then, as now, thinking men were absorbed, as they 
seem always to be these days, in the problem of money 
standards and money management, in the attempt to 
find and cure the difficulties of the economic system. It 
is futile to assert that we are back at the good old days 
when we are confronted by the anomaly of more money, 
both cash and check, in circulation and fewer goods in 
production than in 1929. The number of unemployed 
is still sizable and decreases but slowly. Times are not 
so good for relatively as large a number of people as 
they were seven years ago. The President’s recent utter- 
ances and practices show that he is still following the 
economic leadership of J. M. Keynes (Planned and 
Managed economy). If the present strained relations 
between Congress and the President come to a definite 
break, the President may be tempted to discipline the 
more conservative of his followers in the New Deal by 
giving them more than their share of proposed legisla- 
tion on money and other economic conditions. While 
applying the brakes to the President may seem to be a 
discreet course at this time, there may be a different 
opinion and different results if the President should elect 
in retaliation to go even more radical in legislation than 
he has been. 

On the one hand, he is being urged to lower the price 
of gold, on the other to lower the gold content of the 
dollar. Some advise him to make money cheaper in 
terms of goods, and some would have him make goods 
cheaper in terms of money—some want higher prices and 
some want lower prices. Some of his advisers tell him 
to take the brakes off inflation until reflation is accom- 
plished. Others tell him the latter job has been done 
and that he must quickly apply the brakes to prevent 
irremedial inflation. There are opportunities for “New 
Dealing” whatever way the President looks; with possi- 
bilities of impressive results whatever he does. Being a 
man of action and drama, he can be counted upon to do 
something; therefore, business may consider that the 
President’s defeat in the Supreme Court ruckus will 
not do business any good. 

It is true, of course, that so long as the present state 
of disharmony prevails behind official walls, that it is 
not possible to rush through Presidentially prompted 
legislation on the theory that immediate action is im- 
perative; and that, therefore, Congress must vote first 
and think afterwards. Nor is it likely that Congress 
will originate much in the way of important legislation. 
Furthermore, it is evident that almost everybody is con- 
ten. to leave taxes alone for (Please turn to page 272) 














Foreign Money in Our Market— 


Bullish or Bearish Factor? 


BY H. M. TREMAINE 


es “hot money” problem, about 
which the Roosevelt Admunistra- 
tion began to show concern months 
ago, shows no evidence of getting 
cooler. Although Europeans, at 
least temporarily, have been sell- 
ing American securities on balance, 
they have continued to scramble 
for dollars. They are bullish on 
dollars, doubtful about gold, skep- 
tical about the longer outlook for 
most major currencies except the 
dollar. The more Washington has 
talked about the problem, the fast- 
er have they dumped the yellow 
metal into our reluctant lap. Recently it has been 
pouring in at the prodigious annual rate of $2,500,000,000 
or a marked acceleration of the movement which had 
brought in upward of $4,000,000,000 of gold in the three 
years following formal devaluation of the dollar early 
in 1934. 

This monetary phenomenon and what the Govern- 
ment eventually does about it are of vital importance to 
our security markets, to the foreign exchange markets, 
to the commodity price level, to the trend of bank de- 
posits and to New Deal credit control. Yet if vou ask 
a dozen different experts—international bankers, foreign 
exchange men, what not—how the conundrum may work 
itself out or what, if anything, the Government should 
do about it, you are likely to receive a dozen different 
answers. This is because the factors involved are both 
numerous and of labyrinthian complexity. 

Why does gold come here? Because the dollar is 
undervalued, say some. But this answer only raises 
another question. Undervalued in terms of what? In 
terms of gold or in terms of sterling, francs, guilder, etc.? 
As a matter of fact, whether you look at the phenomenon 
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London Stock Exchange, where recent market reaction started. 


as a gold movement or a capital movement, the reason 
actuating it can only be a sum total of the numberless 
reasons actuating the individual foreigner in his purchase 
of dollar exchange. A Frenchman may convert a million 
francs into a dollar balance in New York because he fears 
the policies of his government. He would probably do 
so whether the dollar price of gold was $35 an ounce 
or $33 or $30. The Englishman who decides to buy an 
American automobile or 10 shares of United States Steel 
does not work out his calculations in terms of gold. He 
merely buys dollar exchange, and the intricate machinery 
of the foreign exchange market takes care of settling the 
international account—with gold when necessary or 
profitable. The Russian Government ships gold here not 
primarily because the price is $35 but because it feels it 
desirable to establish large dollar balances in this coun- 
try. In the present disturbed European setting, Mr. 
Stalin probably would consider that advisable—as well 
as the maintenance of considerable sterling balances at 
London—regardless of the price of gold. Again, our 
gold-importing banks will buy gold in the London open 
market when the price is low enough to assure a profit 
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on re-sale to the Treasury here. Such arbitrage opera- 
tions hinge entirely on the price of gold but do not 
represent a capital movement. 

For perspective, bear in mind that production of new 
gold throughout the world from the start of 1934 to 
date is estimated at, roughly, $3,550,000,000, in terms 
of present dollars; and that the major changes in dis- 
tribution of all gold over this period have consisted of 
retained imports of some $4,750,000,000 by the United 
States, retained imports of some $2,450,000,000 in Eng- 
land, and export of about $2,225,000,000 from France, 
with very slight changes in all other countries. There- 
fore, on one side we have total of $5,775,000,000 repre- 
senting newly mined gold since early in 1934 plus 
exports from France; while on the other side we have 
total of about $7,200,000,000 of gold that has been 
concentrated in the United States and in England 
over the same period. The difference of nearly $1,500,- 
000,000 may be taken as consisting mainly of dehoarded 
gold. 

Now while conditions still favor further increase in 
output of new gold, despite increased mining costs, 
there is some evidence thus far this year that the 1937 
rate of increase may not equal that of the past year. 
Moreover, it seems logical to assume that the major 
portion of the gold flight out of France has been seen. 
Therefore, as far ahead as can now be seen, gold seeking 
a market will come mainly from new production and 
from hoards, the latter chiefly in London and India. 
The chief buyers for some time to come must be the 
United States Treasury and Great Britain, both through 
her stabilization fund and the Bank of England, with 
Holland probably a poor third, as at present. It is 
worth noting that gold imports retained in Great Britain 
since the dollar was devalued have been, roughly, half 


_.the total of imports to the United States, with about 


$1,000,000,000 taken by the Bank of England and the 
balance, presumably, by the British stabilization fund 
and private hoards. Last year retained British imports 
of gold about equalled our imports and far exceeded 
output of newly mined gold that is British-owned. In 
fact, the total of gold imports retained in England since 


the dollar was devalued in 1934 has exceeded total 
production of British-owned gold mines for the period. 
With full allowance for foreign-owned hoards in London, 
it seems evident that official British purchases have 
been sufficient to take the greater portion of new gold 
production from British Dominions. This fact does not 
entirely check with the suspicion voiced by some that 
Britain is “playing us for a sucker.” Nor does it check 
with the fantastic theory that some day in the dim 
future the United States will be the sole country inter- 
ested in preserving the value of gold. Britain also has 
a vast and vital stake in gold, not only as to new pro- 
duction but as to a huge total of the metal now owned 
either by the Government or by British citizens. 

Roughly the movement of gold to the United States 
in recent years can be divided into four general phases, 
with, of course, much overlap. First, repatriation of 
American capital from abroad after devaluation of the 
dollar; second, flight of capital from the gold bloc cur- 
rencies, chiefly from the French franc; third, as recovery 
here took hold, movement of investment and speculative 
funds into American markets; fourth, beginning last 
September, the recent heavy movement reflecting. ap- 
parently, something in the nature of a flight into the 
dollar for profit—bearishness on gold, bullishness on 
the dollar. 

The most interesting development in the picture is 
that recently gold has been increasingly emerging from 
hoards and pressing upon the London market, with 
purchases divided between British official account and 
American banks buying for profitable re-sale to our 
Treasury. As this is written the London gold price is 
$34.9586 per ounce after all costs of shipment to New 
York, including the charge of 114 per cent interest for 
the period of transit. On that basis, in addition to the 
11% per cent interest return, importing banks can earn 
profits at the rate of more than 4 per cent. 

This abnormal situation unquestionably reflects con- 
tinuing foreign doubt as to the future value of gold, 
despite repeated denials by the Administration that it 
has any idea of departing from the $35 price. The 
Administration’s publicly ex- (Please turn to page 260) 
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Earnings Come Back 


to Southern Pacifie 


BY C. HAMILTON 


—_—_ Paciric is one of 
the world’s great railroad sys- 
tems. Its history is a fascinat- 
ing chapter in the pioneering 
era of the United States and 
the road has been a_ potent 
force in the commercial and 
economic development of the 
West and Southwest justifying 
in the fullest measure the fore- 
sight and persistence of its 
founders. 

In common with practically 
every major railroad system in 
the United States, Southern 
Pacific is distinguished by one 
or more individual features 
which in effect give the road 
a definite personality. As a transportation system South- 
ern Pacific affords the only complete transcontinental 
service in the United States. Probably the road’s most 
distinctive financial feature is the fact that it has never 
been through receivership or reorganization. Moreover, 
dividends of $6 a share were paid continuously for 
nearly a quarter of a century without a single variation. 
a policy unique in the annals of corporate history. and 
one which was rigidly adhered to notwithstanding earn- 
ings in the late ’20’s which were from 50 to more than 
100 per cent in excess of the $6 rate. And _ finally. 
Southern Pacific, although first and last a major rail- 
road property, has other interests so large and varied 
that the road has been likened to the Canadian Pacific 
in that respect. Some two score subsidiary units engage 
in such diversified pursuits as oil production, lumbering, 
coal mining and the operation of steamship, electric 
urban and interurban and bus transportation systems, 
trucks, ferries, hotels, terminal properties, warehouses 


Courtesy Southern Pacific R.R. 
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On the main line through the Santa Cruz Mountains 
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and office buildings. An empire 
builder, Southern Pacific is also 
a corporate empire in its own 
right. 

The depression, however, was 
no respecter of empires and the 
Southern Pacific was compelled 
to swallow its pride and pocket 
its losses. Transportation reve- 
nues dropped from around 
$311,000,000 in 1929 to less 
than $130,000,000 in 1933 and 
consolidated losses for the en- 
tire system totalled more than 
$24,000,000. 

In 1932 the road was forced 
to forego its dividend record 
and suspend payments. Pull- 
ing in its belt another notch, maintenance outlays were 
cut in half, loans amounting to $22,000,000 were nego- 
tiated with the R. F. C., another $16,500,000 was bor- 
rowed from banks and $12,000,000 in bonds were sold to 
the Federal Emergency Administrator of Public Works. 
Such were the salient financial features of the efforts of 
the road’s management to preserve intact its status as a 
non-receivership property. Their success, while reflect- 
ing well deserved credit upon the management, was due 
in no small part to the long standing policy of paying 
conservative dividends and the husbanding and invest- 
ing of resources in more prosperous days. Had the 
management succumbed to the pressure to pay larger 
dividends it is quite conceivable that Southern Pacific 
would now find itself enmeshed in the same financial 
difficulties as some other carriers, noted for their gen- 
erous pre-depression dividends. 

Last year Southern Pacific scored a notable degree of 
recovery—notable even in a year when the railroad 
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industry as a whole recorded marked gains to dispel 
much of that air of hopelessness with which the stock 
market, at least, had come to regard the railroad pros- 
pect. For 1936, Southern Pacific recorded a gain of 
more than 25 per cent in gross operating revenues. This 
was considerably better than the increase of 17 per 
cent shown by all Class I roads, and 18 per cent for 
roads serving the same general territory as Southern 
Pacific. Net operating income of Southern Pacifie scored 
a gain over 1935 amounting to nearly 72 per cent, while 
all Class I roads showed a gain of less than haif taat 
figure and Western roads recorded an increase of 45 
per cent. 

The showing of the road last year is given further 
emphasis by the poorer showing made by Southern 
Pacific by comparison with Class I roads during the 
depression. Gross revenues from their peak in 1929 had 
receded more than 58 per cent by the end of 1932, and 
net operating income in the latter year was less than 
10 per cent of the 1929 level. The combined showing 
of all roads for this period discloses a drop of about 51 
per cent in gross and 74 per cent in net operating 
income. In short, revenues and income of Southern 
Pacific declined more during the depression and have 
recovered faster than the average for the entire industry. 
The implication, however, that the road is inherently 
subject to exceptionally wide fluctuations in earnings 
does not jibe with the long record of successive dividend 
payments. In the five-year period ended with 1930, 
earnings of Southern Pacific averaged $10.18 a share 
annually, $12.74 a share having been the high point 
and $8.24, the low, a quite normal variation. The 
marked contrast in the showing of the road before, 
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during and after the depression naturally raises the 
question as to whether there has perhaps occurred a 
fundamental change in the position of Southern Pacific— 
a change in the character of the territory which it serves, 
the composition of its principal traffic items, its com- 
petitive status or its capital structure and investments— 
any or all of which would have a vital effect upon the 
future earning power of the road. As a matter of 
fact, there have been significant changes during recent 
years in all of these factors, both for better and for 
worse. 

Southern Pacific operates the largest system of first 
track mileage in the United States, a total of 13,197 
miles not including 1,392 miles in Mexico, 1,547 miles 
of solely or jointly controlled affiliates and 1,785 miles 
comprising the St. Louis Southwestern system. The 
system proper extends in a wide semi-circle from Port- 
land, Oregon to New Orleans. East from San Francisco, 
the lines extend to Ogden, Utah, where an important 
connection is made with Union Pacific. The lines of 
a subsidiary, the Southern Pacific R.R. of Mexico ex- 
tend down the West coast of Mexico, to Guadalajara 
where connection is made with National Railways of 
Mexico and from the principal Gulf ports, Southern 
Pacific Steamship Lines carry freight and passengers to 
the North Atlantic seaboard, so completing its nation- 
wide service. At various points in Texas and Louisiana. 
connections are made with St. Louis Southwestern giv- 
ing Southern Pacific valuable access to such important 
centers as Memphis, Cairo, and St. Louis. 

To the traffic manager and the traveller Southern 
Pacific offers four important routes. There is the Shasta 
route between San Francisco and Portland; the Over- 
land route, affording the shortest connection between 
San Francisco and the East; the Golden State route 
connecting Los Angeles and Southern California with 
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_ nation as a whole, and probably will continue, L 
S O U T i E R N PA C | F | 4 Having pioneered in the territory and _par- Tex 
) ticipated generously in its growth, one might maj 
‘ind readily assume that the future of Southern of 1 
| Pacific held equal promise. Such an assumption Tex 
| may well prove to be a valid one, but hardly sho 
250 a safe one in the present setting into which are den 
| neaven Crensies wpleee injected such major uncertainties as Govern- the 
| \ ment regulation and the intensive competition hau 
” 20 ; 
a being waged between the principal mediums of Lou 
= \ transportation. These factors have already been sails 
8 - responsible for traffic and earnings losses by leat 
5 the road, some part of which may never be re- han 
n gained. Then, too, the immediate future carries 
5 100 the threat of higher costs and increased wages. oh; 
| Some of these contingencies the road would Tex 
2) a es ; NET rere OPERATING INCOME be in a position to resist strongly. That portion the 
= i — | / of the system operated by the Southern Pacific ove 
toa / ae Co., comprising facilities in California, Utah, dist 
J , a cael Oregon, Arizona, Nevada and New Mexico, oes 
: | | appears to be less vulnerable to adverse forces en 
i a oe a and more favorably situated with respect to the 
potential growth. This unit of the system oper- io t 
ates about 8,800 miles and last year contributed ten 
80 per cent of the system’s total railway oper- Co. 
PRI CE&eE ARNIN GS RE C ORD ating revenues. A considerable portion of the dou 
tonnage carried by the Southern Pacific Co. is not 
originated and delivered to the Ogden connec- per 
wy tion with the Union Pacific, indicating that it oe: 
< is destined for eastern centers and requiring T 
M a considerably longer haul than the average of tem 
id 337 miles for the System as a whole. Long haul 
uy freight of this nature obviously enjoys greater 
3 immunity from the competition of trucks and 
water transportation. On the other hand serious 
inroads have been made in the short haul traffic 
of this division and despite the aggressive efforts 
z of the road to strengthen its competitive posi- 
= { tion, it is to be doubted that the volume can 
rs again be fully restored to pre-depression pro- 
nt portions. The fact, however, that the territory 
& is susceptible to considerable further growth and 
3 commercial development gives weight to the 
27 28 28-30 ISC 328A SO possibility that short haul traffic losses may in 
time be more than offset by an increasingly 














Courtesy Southern Pacific R.R. 
One of Southern Pacific's powerful freight locomotives specially designed for mountain service. 
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larger volume of transcontinental freight. 

Less favorably situated, however, is the 
Texas and New Orleans division, the other 
major railroad unit. Operating 4,429 miles 
of main track and 120 miles of double track, 
Texas and New Orleans originates only 
about 60 per cent of its freight traffic, traffic 
density is considerably lower than that of 
the Southern Pacific Co. and the average 
haul is around 270 miles. Serving Texas and 
Louisiana, this division has been particularly 
vulnerable to competition from pipe lines, 
waterways and trucks. It has been further 
handicapped by the comparatively limited 
number of important commercial centers 
which it reaches, and traffic originated by 
Texas and New Orleans and destined for 
the northern and eastern markets is moved 
over its own lines only a comparatively short 
distance. The acquisition of St. Louis South- 
western, however, has alleviated this defi- 
ciency to some extent but the net effect of 
the several adverse factors is still apparent 
in the operating ratio which is about 5 per 
cent higher than that of the Southern Pacific 
Co. The ratio of operating expenses would 
doubtless be even higher were this division 
not favored in its traffic composition by a substantial 
percentage of manufactured and miscellaneous freight, 
on which rates are more favorable. 

The traffic composition of the Southern Pacific sys- 
tem, as a whole, however, is not without its favorable 
aspects, favorable in fact 
to a point where they may 
conceivably balance, if not 
outweigh, the drag of com- 
petition. Unlike most 
Western and Southwestern 
railroads, Southern Pacific 
y ae moves an exceptionally 
ES high percentage of manu- 
PRODUCTS OF MINES factured and miscellaneous 

on nti. sare freight, the volume of 
TI which would be subject to 
important gains with the 
further extension of general 
business recovery. As an 
important carrier of lum- 
ber products, the road 
would be a leading benefi- 
ciary of large scale build- 
ing revival. In the item of 
agricultural products, 
Southern Pacific has a 
larger proportionate vol- 
ume than any other road 
in the Western group and 
a considerably larger pro- 
portion than for the entire 
railroad industry. The fact, 
however, that agricultural 
items are widely diversified 
coupled: with the practical 
immunity of the road from 
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Courtesy Southern Pacific R.R. 
Loading perishable fruit in refrigerator cars for quick transit to Eastern 
markets. 


the influence of the “Dust Bowl” and droughts, impart 
a greater degree of stability to this class of traffic than 
has been the experience of other carriers in recent years. 
This is apparent in the rapidity with which the road 
has progressed toward the recovery of its pre-depression 
volume of agricultural traffic. The 1936 volume was 
about 85 per cent of that for 1929, an achievement which 
would be difficult for all but a few other roads to match. 
The rising tide of competition has not gone unde- 
fended by the management of Southern Pacific and 
aggressive efforts have been made to meet competition 
on its own basis. Pick-up and delivery service is offered 
to shippers and, in addition, a large fleet of trucks and 
freight transports operate over 6,000 miles of highway 
traffic routes. These innovations have not been unpro- 
ductive but definite limitations are, of course, placed 
upon their effectiveness in competing with the owner- 
ship of trucking facilities by private shippers. 
Southern Pacific is also confronted with the problem 
of restoring passenger traffic in the face of a larger-than- 
normal ratio of private automobile ownership to popu- 
lation in its territory. The position of the road was 
strengthened in late 1933 by the introduction of low 
fares in the West and subsequently the road has ex- 
pended large sums for modern equipment, faster and 
more comfortable trains and national advertising. The 
growing popularity of Mexico as a tourist’s mecca has 
stimulated traffic on both the company’s steamships and 
passenger trains. By last year passenger revenues of 
Southern Pacific were 40 per cent above their 1933 low 
and for the full year recorded an increase of more than 
18 per cent—a better gain than for all railroads. In 
addition to its own facilities, Southern Pacific has a 
large minority interest in the Pacific Greyhound Corp., 
and Southwesterh Greyhound Lines, the two companies 
operating an aggregate of 13,500 miles of bus routes. 
Mention has previously (Please turn to page 264) 
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Washington 


wa me. 2 


New drive of New Deal opened with Roosevelt’s labor 
message. Washington picture changed kaleidoscopically 
from lethargy and inaction to animation, excitement, 
agitation. Supreme Court bill moves aside, releasing 
log-jam of legislative proposals, the way apparently 
cleared by recent decisions. F. D. R. in there pushing 
hard for his objectives. Ushers new phase of New 
Deal reforms with long-range, permanent, objectives; 
not emergency. 


More temperance, tolerance, reasonableness, in attitude 
toward business is noted in Roosevelt message in spite 
of its determination. More gradual approach, less topsy- 
turvy reform and confusion, less arbitrary action, better 
realization of practical problems. But resolution to cir- 
cumscribe free competition and enterprise, gradually 
but inexorably. 


No breathing spell, no “government holiday” in fight 
to “extend frontiers of social progress.” Private initia- 





WASHINGTON SEES 


New Deal again driving for social reform. 
Business due for more regulation. 
The Blue Eagle stirring in his grave. 


Roosevelt determined to expand power of 
federal government over commerce and 
manufacture. 


New labor bill bringing many troubles to 
business. 


Chain stores face new persecution. 
Farm aid and control plans in difficulties. 


Credit contro] will not be extended. 





tive as social-economic regulator is out; planned econ- 
omy, national control, is the stuff. Aid to the “depressed 
third” of the population is the slogan. Other Roosevelt- 
coined catchwords: “civilized social standards,” “rudi- 
mentary standards of decency,” “a free labor and a free 
people.” They have an appeal old-time business doc- 
trines can’t meet. 


What next? Labor relations, child labor, low wages, 
long hours—these are just a start in this second reform 
phase of the New Deal. Next will be price and produc- 
tion control of agriculture. The same for industry is 
logical sequel. If the new conception of Congress’ power 
over actions “affecting” interstate commerce sticks, 
there may be no limit to federal business regulation. 


Denial of shipment of “substandard goods” in interstate 
commerce is relied on to enforce labor standards act— 
admittedly revolutionary principle. How enforcement 
machinery would operate is unclear. 


Business privacy would be ended by provision in Black- 
Connery bill permitting inspection of all books and 
records bearing on employment conditions. 


Labor domination of industry seems inevitable under 
Black-Connery bill. Board appointees certainly would 
not be anti-labor, and bill reinforces all powers of unions 
plus prohibition of use of strikebreakers and spies, and 
provides wage and hour “floor” facilitating unions in 
getting better terms. Also ban on shipping “unfair 
goods” is tantamount to putting new penalties in Wag- 
ner act. 


100% stock margin rumor did not originate in Wash- 
ington. Administration not seriously considering such 
at present, but would in future if credit buying pushed 
security prices to speculative heights. 


Long controversy in prospect over new labor bill in 
spite of committee efforts to speed hearings. Business 
will raise many practical objections, labor will insist 
on mandatory short week (with 30-hour demand for 
trading purposes), Southerners will balk at elimination 
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of state rights and prospect of raising low 
wage differential. Debate may drag into 
summer dog days. Walsh-Healey amend- 
ments, separate child labor bill, textile con- 
trol plan and related legislation will now 
be definitely shelved. 


Outlawing bigness in business through 
state taxes is virtually sanctioned by Su- 
preme Court decision upholding Louisiana 
chain store tax graduated on number of 
stores outside the state. Pressed by inde- 
pendent retailers, other states may adopt 
prohibitive chain taxes or outlaw chains 
entirely, though in some places there is 
growing consumer opposition to such laws 
which threaten increased prices. Voluntary 
and even co-op chains may come within 
the ban. By saying states may equalize 
competition between types of operation, 
court opened way for many sorts of busi- 
ness regulation. Mere size may ye 
illegal. 


Pictures Inc. 


Processing tax decision doesn’t mean processors won't 
get refunds eventually, but means they must prove they 
are entitled to them, that is, that they did not pass 
taxes on to customers. May presage at least partial 
validation of windfall tax. 


Tax legislation at present will be limited to two-year 
extension of expiring excises, but if session continues 
into fall and budget picture fails to improve some stop- 
gap taxes might be asked though general revenue revi- 
sion will wait a year. Excise extension will be stalled 
until near deadline to keep down lobbying pressure 
against individual items. Prospect is entire group will 
be continued. 


New farm bill being soft-pedaled by Secretary Wallace 
largely for political effect, though Roosevelt’s labor mes- 
sage implied support. Bill gives more complete and 
drastic production control, more cash benefits, than old 
A A A. Includes everything Wallace wants and more 
too, but he prefers it appear that farmers wrote and back 
it rather than Department of Agriculture. He really 
opposes automatic tariff changes provision but wants the 
rest “in principle.” Written largely by Farm Bureau, 
other farm groups are lukewarm or even hostile, and 
Congress is not enthusiastic. Won’t pass this year, but 
will be issue next, bringing plenty of worries to processors 
and handlers. 


Holding companies in railroad field eventually will be 
treated like those in other utilities, and when Congress 
and Administration get around to the subject they may 
outlaw holding companies in banking and other business 


fields. 


Labor board will soon crack down on Ford and other 
employers advising employees not to join unions; con- 
sider this “coercion.” Cases will be appealed, which will 
give Supreme Court opportunity to restrain N L R B’s 
methods without denying its jurisdiction. 
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Wide World 


t be Retiring Justice Van Devanter and Joe Robinson, Senate choice for his successor. 


Van Devanter retirement has President in tough spot. 
Senate is practically unanimous in demand he redeem 
alleged promise to give first vacancy to Floor Leader 
Robinson. Another nomination might not win confirma- 
tion and would certainly weaken Administration strength 
in Senate. But if he names conservative, states-rights 
Robinson, aged 65, he misses his chance to appoint a 
real liberal and vitiates his argument for need of 
young blood. 


Streamlined blue eagle is scheme of Black-Connery 
“fair labor standards act of 1937,” retaining all N R A 
labor objectives but attempting to avoid pitfalls of 
delegation of power, lack of standards, need of employer 
assent, inflexibility, arbitrariness, sudden and extreme 
reform, lack of enforcement power, application to small, 
local, and service operations. No trade practice rules, 
no codes, no industry “authorities”. no semblance of 
control by business, no labor “advisers,” and no con- 
sumer “advisers.” 


Soil conservationists are worried over future of their 
program in spite of extension by Congress. Wonder (a) 
whether they are really making a dent in long-time prob- 
lem of proper soil use; (b) how long the public will 
stand for cash farm relief in the guise of conservation 
payments. 


Labor discipline is currently chief problem of union 
leaders, knowing that unless they can demonstrate 
ability to fulfill contracts and prevent unauthorized 
strikes they will soon face legislation forcing them to do 
so or giving employers access to courts, labor board, or 
other Federal agency to maintain industrial peace and 
order. 


Credit control will not be further extended by adminis- 
tration at present. In fact, some advisers fear they over- 
did things in puncturing the early spring boomlet and 
that business activity during next few months may not 
be as high as they anticipated. 
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Public Utilities 
Today and 


BY ERNEST GREENWOOD 


Bi you talk with those executives whose 
job it is to guide the destinies of privately 
owned public utilities you get a point of 
view that may only be characterized as 
bearish. Talk with national legislators of 
either New Deal or conservative persuasion, 
and you are buoyed up by their outlook. 
Come back to the investor, institutional or 
individual, and you approach despair. 

Of course there is so much of the political 
and social as well as the economic that has 
come into the utility picture that consider- 
able divergence of view among those who 
should know is understandable, but who is 
right? 

If we divide the utility prognosticators into the 
pessimists and the incorrigible optimists, forgetting 
those who are riding on a mental merry-go-round, 
the pessimists seem to have the best of the argu- 
ment. They tell us that the privately owned utili- 
ties are being ground between the upper and nether 
millstones of constantly increasing costs of labor, ma- 
terials and taxes, and the demand for more rate reduc- 
tions which the history of the past ten years shows 
cannot be justified by any possible prospect of com- 
pensating increase in the volume of business. They are 
sure that distasteful as the idea of getting their feet 
wet may be, the companies must cross the Rubicon 
in the near future—they must either make up their 
minds to stop reducing rates in response to unintelli- 
gent public clamor and government anti-utility propa- 
ganda or they are going to curtail dividends. 

Such a statement is, of course, welcome news to the 
advocates of government ownership and operation. It 
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Power sub-station with high-pressure gas tank in background, L. I., N. Y. 


is a statement which can be twisted about in such a 
way as to provide apparently sound arguments for 
their cause. The Government doesn’t have to pay taxes 
and it doesn’t have to pay dividends. It can charge 
much of the labor, material and administrative costs 
of its electric light and power operations to other activi- 
ties as in the case of the Tennessee Valley Authority. 
Tax-payers are not stockholders—they cannot demand 
dividends but must submit to assessments. The Gov- 
ernment can reduce rates to the vanishing point, if 
desirable, in the name of social up-lift. 

In other words, the people of the United States who 
have placed billions of savings in the privately owned 
utilities (under the impression that these utilities had 
contracts with the government in the form of company 
charters giving them the right to do business and had 
franchises and certificates of “convenience and necessity” 
which protected them from unfair competition) not only 
find themselves in the extraordinary position of being 
told they are not entitled to a return on this money 
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but also are being heavily taxed to provide funds for 
their ultimate destruction. 


The Law of Diminishing Returns 


The law od diminishing returns works quite as well 
in the electrical industry as it does on any other 
business. Mass production of kilowatthours like mass 
production of any other commodity makes possible a 
steady reduction of unit cost to the consumer but there 
must be a limit beyond which costs cannot be reduced. 
Once this limit is reached anything which tends to in- 
crease the cost of production such as an increase in 
taxes or in the cost of labor and materials must result 
in an increased cost to the consumer or decreased re- 
turns to the investor. 

Looking over the record of the electrical industry 
for 1936 we find that there was an increase of 16 per 
ent in the number of kilowatthours sold but this 
increase resulted in an increase of only 7 per cent in 
gross revenues. A glance at the accompanying table 
indicates that operating expenses and taxes are growing 
ata much faster rate than revenues and this combined 
with the fact that sales increased twice as fast as gross 
revenues may lead the unwary to conclude that he has 
a perfect reflection of rate reductions. 

There are, however, certain facts into which we must 
inquire before we can accept any such conclusion. These 
facts involve the various classes of service, their relation 
one to the other, and their respective rates. 

We find, first of all, that the rate reductions which 
have been going on apply chiefly to residential custo- 
mers—what is called domestic service. There have been 
no rate reductions of any consequence either for large 
industrial power or commercial: power. In 1936 total 
production increased by 12 billion kilowatthours. But 
oly approximately 134 billions of this increase is 
credited to domestic consumption—the class of service 
which carries the highest rate and the only class of 
service showing a record of rate reductions. Consum- 
ers of large industrial power were responsible for more 
than 714 billion kilowatthours of this increase. The bal- 
ance goes to small commercial consumers, street light- 
ing, etc. 

It would seem, therefore, that we have a situation 
where the class of service which has received the benefit 
of substantial rate reductions has been responsible for 
less than one-sixth of the increase in electric light and 
power consumption. This makes a conclusion based on 
the ratio between total consumption and increase in 
gross revenues somewhat “cock-eyed.” On the other 
hand we must not forget that the American philosophy 
of rate making requires each class of service to be self- 
sustaining. One class of service cannot be penalized 
for the purpose of subsidizing another as in the case 
of the Hydroelectric Commission of Ontario or as has 
happened in the rate structure of the Tennessee Valley 
Authority. There must be a direct relationship between 
increased consumption of domestic power and any 
reduction of household rates unless we propose to throw 
overboard all. principles of sound power economics and 
fx domestic rates without regard to the cost of domestic 
ervice. Examining the situation from this point of view 
We find that with steadily increasing taxes and costs 
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of operation any further rate reductions for this class 
of business are highly impractical unless there is a 
corresponding increase in consumption of all classes of 
service. What are the prospects? 

At first glance it looks once more as though the 
pessimist has all the best of the argument. Since June, 
1936, the number of kilowatthours sold each month 
for large commercial light and power use has not varied 
either way more than 8 per cent from an average figure. 
Except for the short day-light period from December 
15th, 1936, to January 15th, 1937, total weekly output of 
power for all purposes has been following almost a 
straight line around 2,200,000,000 kilowatthours per 
week ever since Labor Day of last year and will prob- 
ably continue to do so. While the first quarter of this 
year shows a gain of about 15 per cent in output the 
average for the second quarter probably will not be 
more than 8 per cent and from September on it will 
be substantially the same as it was during the same 
period last year. 

In other words, (still taking the pessimistic point of 
view) industry used 49,500,000,000 kilowatthours in 
1936 and cannot be expected to consume more than 
52,000,000,000 during 1937—an increase of 5 per cent. 
So, we are told, this is the absolute ceiling under present 
conditions of hours of labor. Unless by some miracle 
of business expansion industry will go on three shifts 
a day or the Federal Administration changes its atti- 
tude toward durable goods and new plant construction 
it will remain the ceiling indefinitely. If this ceiling 
cannot be raised, if costs of production and distribution 
(including taxes) continue to rise, there can be no 
further rate reductions unless the companies wish to 
court serious financial difficulty. 

There are certain details of this picture which have 
been overlooked even though we admit that the com- 
panies cannot safely plan any further general rate 
reductions in the immediate future. Suppose we turn 
back the pages of history a bit. It has been the experi- 
ence of industry that as costs of labor have risen thereby 
increasing not only costs of operation but costs of 
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Huge generator unit operating in modern power plant. 


materials with which to operate, new progress has been 
made in the development of labor saving machinery. 
The amount of human labor required per unit of 
production has decreased with the increased cost per 
man hour. If the radical element in the organized 
labor movement backed by moral support from official 
quarters, continues to ham-string American industry, 
making it more and more difficult to increase produc- 
tion without increasing prices, thereby decreasing con- 
sumption, isn’t it quite possible that industry will turn 
more and more to electric power with which to carry 
on its fabricating processes? This has happened over 
and over again and there is no reason why it should 
not continue to happen in the future. 


Two Years of Utility Financing 


An analysis of electric light and power company 
financing for the years 1935 and 1936 and the first four 
months of 1937 is interesting. During January and 
February, 1935, there was no public utility financing of 
any kind. From March Ist, 1935, to April Ist, 1937 
(25 months), the financing, including refunding opera- 
tions, amounted to a total of $2,663,213,153.00. During 
this period the average coupon rate declined from 4.29 
per cent to 3.5 per cent while the average price of bonds 
rose from $99.50 to $102. Then the era of cheap and 
easy money for the utilities ended and there were almost 
no financing operations of any kind during April of 
this year. It should also be noted that of the $137,- 
500,000 of financing in March $130,000,000 was in 
Philadelphia Electric Company’s refunding 314 per cent 
bonds. > 

These refunding operations ‘which have’ been going 
on not only in the electrical industry ‘but in every other 
major industry have been welcome. news to.steck-holders 
but bad news to bond-holders. Institutional- investors 
have been particularly grief stricken. They. claim a 
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great hardship has been imposed on edy- 
cational institutions, hospitals, and all 
kinds of charitable and trust funds. The 
contents of their portfolios are still quite 
sound but are not producing the neces. 
sary income for a great variety of ac. 
tivities. 

This may be unfortunate but there jg 
not very much any one can do about it. 
They will have to make up the loss jn 
income in some other way and some of 
them, at least, have discovered ways 
and means of doing so. The Federal 
Administration’s financial and economic 
policies have been making investment 
money unusually cheap which may seem 
like another way of seizing property but 
business and industry can hardly be 
criticized for grasping the opportunity to 
lower the costs of doing business. In 
fact, they could be severely criticized if 
they did not do so. 

In the case of the electrical industry 
this chance to cut down interest charges 
will be some compensation for increased 
taxes and increasing costs of operation. 
In 1936 this reduction in fixed charges was responsible 
for a good portion of the ten per cent growth in net 
income. 

No discussion of the refunding operations of the 
private electric utilities would be complete without 
some mention of the effect of the operation and propa- 
ganda of the Tennessee Valley Authority on the com- 
panies in the Valley. If the three companies having 
the biggest stake in this territory—the Tennessee Elec- 
tric Power Company, the Alabama Power Company and 
the Georgia Power Company—could have taken the 
same advantage of cheap money as was taken by com- 
panies in other sections of the country they could have 
refinanced their senior securities and saved, in the 
aggregate, exactly $5,785,661.30 a year.* This is more 
than one half of the total revenue these companies re- 
ceive from domestic service. 

All three of these companies would have been in the 
money market seeking millions of dollars which would 
go to increasing permanent and honest employment m 
the Valley but there is no money for them now except 
at usurious rates—yet Mr. David Lilienthal, Director 
of the Authority, has stated publicly that “financially, 
the private utilities in the T V A area are prospering.” 


Debunking Rural Electrification 


There is probably no phase of the production and 
distribution of electricity about which there has been 
more bunk and actual false propaganda disseminated 
than the so-called question of “rural electrifi vation. 
Mention the fact that it is possible the consumption 
of electric light and power is reaching the saturation 
point and immediately we hear all about the millions 
of farmers anxiously waiting to consume thousands 0 


* Estimate based on the refunding operations of the Central Illinots 
Light Company which in March, 1936, sold more than 7 million dollars 
worth of 3% per cent bonds to be followed by a sale os approximately 
11 million dollars worth of 4% per cent preferred stock. 
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killowatthours per year each just as soon as the power 
jines reach them. Ignored are the two very simple 
factors in the whole problem of rural electrification— 
either the farmer must be provided with enough income 
to completely modernize his home or else his small use 
of electricity will be so unprofitable that the service 
must be subsidized. 

The Province of Ontario, Canada, found this out very 
quickly and instead of claiming that the running of 
lines into thinly populated rural areas is economically 
sound proceeded on the assumption that rural electrifi- 
cation is a social project and the Provincial government 
pays one-half of the cost of extending these lines—out 
of the genera! tax-payers’ pocket-book of course. 

Analyzing the figures for 1936 we find that it cost 
$1,250 to construct a mile of rural line including the 
cost of transformers and meters. During this year the 
number of new customers placed on lines of this class 
were 4.7 per mile. This means that the companies had 
to invest $266.00 per customer. The average annual 
electric bill of the farmers reached was $48.57. Each 
one of these customers had to invest, on the average, 
$210 in wiring and equipment in order to consume 
approximately 48 dollars worth of current annually. 

Now suppose we look at this situation from the stand- 
point of sound power economics. After paying taxes the 
companies had a gross operating income per farm cus- 
tomer of $41.77. It cost them $17.44, on the average, 
to deliver a year’s supply of electricity to each farmer. 
This leaves $24.55. From this must be subtracted in- 
terest on an investment of $266 and depreciation which, 
together, amount to $21.28 leaving $3.05. Operation and 
maintenance amounted to approximately $5.00 leaving 
the companies with an average loss per customer of 
$1.95 a year. The reader will please bear in mind that 
the factors in this example are 4.7 customers per mile; 
each customer must invest $210 in wiring and elemen- 
tary appliances before he can even think of such 
gadgets as electric ranges and hot water 
heaters; must use approximately 875 
kilowatthours a year: and must pay an 
average price of a little more than 514 
cents per kilowatthour. 

Suppose we pick up a news release of 
the Rural Electrification Administra- 
tion—almost any news release—and ap- 
ply this formula of sane power economics 
to some of its projects. Out in Cedar 
County, Iowa, we find an allotment of 
$100,000 with which to build a 210 mile 
line to serve 600 customers. This is 2.85 
customers per mile which is consider- 
ably less than our 4.7 customers per 
mile. What does this mean? 

By no possible stretch of the imagina- 
tion can the average farmer make the 
necessary investment in wiring and 
equipment, pay the necessary price per 
kilowatthour, or consume the necessary 
amount of current to make lines of this 
kind economically sound. 

_It is still open season for public utili- 
ties for the tax-hunters seeking to bag 
sufficient game to balance municipal or 


> 


JUNE 5, 1937 





state budgets. The hunting is not quite so good as it 
was a few years ago—the utility geese who have been 
laying the golden tax eggs must be moulting or else the 
prospect of slow strangulation has destroyed their am- 
bition. However, this did not prevent New York state 
for example, from adding a new 2 per cent tax on the 
utilities along with an additional 1 cent per gallon gaso- 
line tax in order to strike some kind of a balance be- 
tween appropriations and expected (or hoped for) 
income. Unlike other businesses, the utilities are in the 
unfortunate position of being unable to pass these taxes 
on to their customers. ; 

There is a direct connection between this calling upon 
the utility companies for more and more taxes and the 
rate policies of the industry during the past few years. 
The utilities have created, by these rate policies, a situ- 
ation which has made it possible to use the industry for 
purposes of tax relief. The fact that the demand for resi- 
dential electric service did not fall off durimg the depres- 
sion but increased has been taken as a sign of affluence 
and has been used as an excuse for demanding higher 
taxes from the companies and still further rate reduc- 
tions. What happened was that the companies steadily 
reduced rates until, in many cases, they were far below 
the value of the service rendered. This, however, is no 
reason for further tax demands or further reduction in 
rates at this time. 

In 1902 the private electric utilities had a gross oper- 
ating revenue of a little more than 77 million dollars. 
The companies paid approximately 214 million dollars in 
taxes or about 3.44 per cent of their operating revenues. 

In 1935 the operating revenues of the industry had 
mounted to 1 billion 800 million dollars and the com- 
panies were giving their domestic consumers about 314 
times as much for their money as in 1902. In this year, 
however, they paid 255 million dollars in taxes or 14.1 
per cent of their operating revenues. During all these 
years the rates have been (Please turn to page 254) 
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Courtesy Louisville Gas & Electric Co. 
Ohio Falls Hydro Plant—Louisville in the distance. 
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The Public Utility industry is the 
second largest in the country. 13 


billion dollar investment in Electric ” ” 


Utilities is exceeded only by the 
Railroads. 
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CAPITAL INVESTED 








More than 26 million customers are _ 
served by Electric Utilities. 








ELECTRIC POWER PRODUCTION 


MONTHLY AVERAGE 


BILLIONS OF KWH 








SOURCE: EDISON ELECTRIC INSTITUTE 
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The Public Utility Industry has con- 
sistently reduced rates to consumers. 
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Residential Commercial, etc. Farm 
20,970,000 4,251,000 879,000 


ag The output of Electrical Energy 
recently reached new high levels. 








RESIDENTIAL RATES. 
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Utility Progress 





COST OF LIGHT 


COST PER MILLION LUMEN HOURS 





At the same time it has increased 

we the efficiency of its product as 
shown by the declining cost of il- 
lumination. 
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1936_ PRELIMINARY 


Taxes paid by Public Utilities are 
<«« rising and recently at an acceler- 
ated rate. 

















The Industry is subject to Federal and 


Municipal competition and Governmental _ 
»>— 


regulation which have hampered its quest 
for new capital. 
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Earnings have shown moderate re- 
covery during the past three years. 
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Company 





American & Foreign Power 





American Gas & Electric...... 








American Light & Tracti 





American Power & Light 





American Waterworks & Electric 





Associated Gas & Electric 





Boston Edison Co................. 





Brooklyn Union Gas............. : 





Oe 





Columbia Gas & Electic. . . 





Commonwealth & Southern... _ 





‘Commonwealth Edison (Chicago). . 





‘Cons. Gas El. Lt. & Power (Baltimore). ... . 





Consolidated Edison (New York).......... 





eae 





Electric Power & Light............ 





Engineers Public Service................. 





Federal Water Service......... 





Federal Light & Traction....... 





International Hydro-Electric._ 





Louisville Gas & Electric 





National Power & Light. . . 





Middle West Corp.......... 





Niagara Hudson Power. . 


‘North American...... 


Past, Current and Prospective Position 


All figures are for the calendar 
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Derivation of Gross Revenue———_——_, 































































































tio 
Plant— Funded Common Operating Com. Stock “is Water, H't, 
Book Value Debt Stock evenues Earnings Elec. Gas andice _— Telephone 
(millions) (millions) (shares) (millions) to Gross % % % 0 
641.7 196.2 2,004,234 56.4 d 84 2 12 2 
(n. p.) 
362.0 150.3 4,482,737 69.9 14.1% ee 1% 
(n. p. ) heating 
9135.8 69.5 2,768,632 39.4 17.8% 14 70 4 12% 
($25 par) « coke 
683.7 361.8 3,013,812 90.7 “0.8% 85 & a: "ae ‘ 
(n. p.) 
299.6 178.3 2,342,999 51.3 “6.9% 65 2 7 26% 
n. p.) water 
VY 802.8 571.6 74,572,506 shs. 115.8 =" ar 80/ 222) 2=——— 
par $1 8% 
151.4 53.0 617,161 31.2 16.6% 9% 7 3% 
($100par) steam 
99.2 50.0 754,364 21.9 rere 100 By-product 
(n. p.) coke 
7 889.5 (466.4 —-37,518,666/ 193.6, ~ 0.002 24. ——, Riis 
(n. p.) mostly oil mise. 
ae: E 
474.7 180.2 11,742,371 90.9 6.9% 29 68 1 2 
(n. p.) 
995.2(1) 500.7 33,673,328 135.4 3.2% 80 8 10 2 
(n. p.) 
254.7 194.5 1,612,630 83.0 13.2% 100 4 
($100 par) 
122.6 68.3 1,167,397 33.1 15.9% 69 28 3. 
(n. p.) 
1,142.4 409.1 11,476,527 234.8 11.4% a 17 608 
n. Pp. 
268.3 134.3 1,272,260 55.1 19.4% 96 “i 3% 
($100 par) ‘ steam 
596.4 274.6 3,421,196 96.7 “2.1% 45 31 ee ~ 13% 
(n. p.) mostly oil 
: —— nat. gas aan. 8 __ 
299.4 149.8 1,909,968 48.7 1.3% 77 3 16 4% 
(par $1) steam 
160.4 106.7 568,775 aa 00 Aeecs chiefly water, small amount of gas __ 
Cl. A (n. p.) 
39.6 18.6 524,903 8.8 15.6% 72 47 Se 
($15 par) . 11% 
459.8 274.1 856,591 61.5 0.8% 85 7 8 En... 
Cl. A ($25 par) 
59.5 29.0 600,374 11.0 18.5% 72 - IE S55 ES 
Cl. A (n. p.) 
467.3(4) 266.6(1) ‘5,456,117 77.6 7.0% 85 7 7 ee 
n. p.) 
332.1 201.9 3,310,757 55.3 3.0% 80 7 8 7 
(par $5) 
537.0 218.8 8,742,754 80.7 7.4% 86 14 
($15 par) 
545.7 310.6 oe 115.9 14.9% 79 ry - 9 a 
n. Pp. ‘ 
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Ratio of Maint. & Deprec. to Common Stock Earnings 
A — A = R ; 
Plant Latest Price of Common COMMENT 
Gross Value 1935 1936 1937 Common __ Dividend 
NF NF 4.15 5.84 6 60(3) Tk N Rising trend of raw material prices particularly beneficial to Latin America, 
on 1st Pfd. on 1st Pfd. on 1st Pfd. mii where 82% of cena’ revenue originates. Number of custo — 
served gained 7% in 1936. Further large reduction in bank loans due 
—_—.., — ae! 1938 was made. 

18.9% 3.64% 1.87 2.20 2.28(3) 32 1.40 One of the strongest utility holding companies, owning not only al 

common stock of subsidiaries, but also substantial investments in their 
_—— oe ee bonds and preferreds. System is a well integrated unit in Mid West. 

12.7% 3.68% 1.34 1.68 1.82(3) 19 1.20(c) Started distributing natural gas in Detroit in July, 1936, and also in Grand 
Rapids, Mich., and consequent stimulation to ‘earnings should be more 
fully felt in 1937. Has large investment in Detroit Edison and Interna- 

28% 1.69% aa mae — . tional Paper & Powe ee. 
38/0 69% 4.24 0.25 0.19(2) 9 None Operating revenues are hi in company's history, ui 
on Pfd. on Com. further stimulated this year es boom in copper in Montana. But com- 
petition threatens from completion of pro le lete this year, and 
—— ——t—OesS Grand Coulee later, as well as from several other Government projects. — 
16.0% 2.73% 1.32 1.58 1.62(3) 18 0.80 Company recently registered with SEC preparatory to simplifying cor- 
structure in order to effect economies in administrative costs, taxes 
445 °° a — ee ee and interest. poor 
«3/0 me ST ee 3 None Insolvency suit started in 1934 was dismissed by court ly this year. 
CLA There is still some litigation pending between system and the Government 
HT — ws on income tax matters, but this appears to be g toward a 
18.27% 3.75% 9.43 8.38 8.69(3) 133 8.00 The effect of rate cuts which decreased net in 1936 will camy Into 
outy 1937, but gain in load should begin counteracting this factor late 
Se a. al is year. 
NF NF 3.64 3.02 3.20(3) 32 1.60 With reduced rates and a rising level of operati has 
not been able to reverse the downtrend in net comin begun in 1932. 
SS 7 Management felt obliged to lower dividends on common this Spring. _ 
17.1% 3.73% d0.02 0.01 0.03(3) 3 None = Major portion of business of Cities Service is oil and natural gas which ia 
improvement. Recapitalization 
oT to odjust « accumulated Pid. dividends awaits further improvement. _ 

18.47% 3.54% 0.43 0.53 0.403) 12 0.40 E ging over the next few years as 
fciinies are extended : vhs consuming centers in the East. Benefit 
from extension into Detroit in 1936 should be more fully reflected this 

Sa as — year. j 

NF NF 0.01 0.13 0.17(3) 2% None Eoonings, of north tties advancing consistently, but aggressive 

a hay ays attitude revives serious implications of Government 
unit, which has till now been reporting large 
ae Te eee 5 —. in apo and i 

14.1% 4.57% 6.51 6.79 7.69(3) 110 4.00(c) This large Chicago utility has achieved substantial earning power on low 
residential rates averaging only 4.4 cents per k.w.h. in 1935, but which 
were further reduced in Oct., 1936. Wholesale power to industrial users 

—>—— = produces over 1/3 of total revenues. 

13.6% 3.67% 4.41 4.52 4.50(3) 1 3.60 Through policy o of steady ——_ in rates has stimulated consumption 
per blic relations and effecting gradual in- 
o— in net. Average path so rate only 4.18 cents per k.w.hr. In 

14.0% 2.87% = 2.00 2.33 2.48(3) 36 2.00(c) In 1936 earings decline finally arrested, and now gradual uptrend ap- 
pears assured, aided this year by the full benefit of the huge refunding 

-- : = program in n 1936 and by corporate simplification. 

18.3% 3.74% 7.60 8.39 8.43(4) 115 4.00(c) The 514% maximum rate of return on a $277,000,000 plant nt valuation 

recently set by state commission means limitation of further earnings 
— ; A rate cut of $1,700,000 was ordered October, 1936, 

NF NF d1.40 0.60 0.69(2) 17 None Large indirect interest in Rodessa oil field, where at end of 1936 sub- 

sidiaries were producing oil from 259 wells. Common stock has tre- 

— mendous leverage, supplemented by control of United Gas Corp. 
17.0% 2.77% 3.73 0.32 0.36(2) 10 None Rising use of services and lower interest charges through refunding opera- 
on Pfds. tions oy more than offset rate reductions, which in 1934 were on the 

—s basis of $862,000 annually. 

12.6% 1.32% 3.09 0.06 0.19(3) 4 None Federal Water has an additional equity of 13 cents on its Class A In 
on Pfds. on Cl A on CLA CliA Southern Natural Gas. Tendency toward public ownership of water- 
= properties is forcing pany to employ proceeds in othe; utility 
Se ee = elds. ery 

NF NF 2.24 2.61 2.78(3) 20 None Properties scattered geographically. Earnings being used to liquidate 
bank loan and for p , 0 that dividend resumption 
= common is not an immediate prospect. Citie: Service owns , 65% 
re) 

15.5% 2.07% 0.76 0.54 1.11 10% None On a parent company basis, interest on company's bonds are covered 

onClLA on CLA on CLA cl only about 1 /3 times, but clearing of pfd. accumulations on New England 
Power Ass'n is progressing and soon sizeable income should be drawn 
ae down by International Hydro. hike 

16.0% 2.96% 1.64 > a= 21 1.50 This company is practically an operating company, and part of Standard 

on CLA on CLA CIA Gas & Electric System. Reflecti lecting aggressive management and high 
industrial activity in area have rec ed markedly, although 
—— in early 1937 some flood damage ae ly 

NF NE 0.79 1.00 1.08(3) 10 0.60 Although about 1/3 of gross originates in T. V. A. area, system derives 
only small part of net revenues from thse properties, thus lessening threat 
from federal competition. Over 85% of net income derived from Penn- 

a sylvania and Texas properties. 

17.6% 294% ~—s vases Ae 9 None Organized Nov. 21, 1935, as successor to Middle West Utilities, this 
system has made good progress in 1936. The common stock has large 

= leverage potentialties in the earnings recovery of the properties. 

17.3% 2.60% 0.50 0.68 0.83(3) 13 None Since merger of subsidiaries with parent system is virtually an 
company. This step is preliminary to large scale refunding which 

a... save large sums 
18.3% 3.91% * 1.35 1.74 1.89(3) 26 1.20 Good earnings recovery achieved with residential rates ged only 


3.58 cents per k. w. h. in 1936. In addition, has a 32.9% interest in 
Pacific Gas & El. and 17.9% in Detroit Edison common. 
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Gross Ratio Derivation of Gross Revenue Se 
Plant— Funded Common Operating Com. Stock wy- Water, H't, 
Company Book Value Debt Stock Revenues Earnings Elec. Gas and Ice Telephone 
(millions) (millions) (shares) (millions) to Gross A % % % 
Pacific Gas & Electric.................... 509.4 283.3 6,261,357 95.3 16.7% 71 : eae 1 
($25 par) 
Pembeisilag..............-..--...... 130.5 89.4 1,608,631 50.6 12.3% 18 82 Es z 
(n. p.) 
Peoples Gas Lt, & Coke (Chicago)........ 107.5 79.3 664,421 39.9 sen —_—  syeee - 
($100 par) 
Public Service of N. J.................... 528.8 176.2 5,208,193 122.8 12.6% 55 Ss nn 
n. Pp. 
Souther California Edison................ 295.3 164.1 3,182,805 42.3. 18.4% 100 eae eee a 
($25 par) 
Standard Gas & Electric.................. 555.96) 348.2(:) 2,168,607 97.5. é 7 
n. Pp. 
SI Cio Gs wins bels case 242.3 41.4 7,818,959 39.6 4.0% ee 72 oil gasoline and sulphur 
Br ete 2 ($1 par) an nat. gas 28% a 
United Gas Improvement................. 540.3 249.2 ae $04.9 24.1% 77 17 4 2 
n. Pp. 
United Light & Power...................... 373.7. 261.7 3,470,338 85.0 1.1 47 40 s s i 
Cl. A and CI. B 
Utilities Power & Light.................... 225.6 182.5 31.4 d 65 31 eae cS 


1,642,989 
Cl. A ($1 par) 


Telephone and Tele 

















American Tel. & Tel........ ae: cecssees BODES = BERD 18,685,093 994.9 18.6% ct a 
($100 par) 
Intemational Tel. & Tel.................... 234.8(4) 144.7 6,399,002 ~*§5.4(5) 7.3% \ is 
n. Pp. 
Western Union Telegraph.................. 289.9 91.1 1,045,278 98.4 — 7.3% Ac. ari 
($100 par) 





Management and Miscellaneous 


























Assets Funded Debt Preferred Stock Common Stock 
Company (millions) (millions) ares Shares 
American Cities Power & Light......... ee ee fim a oe Ror ~ 45.3(m) 9.0 154,222$3Cl. A | —*2,907,509 
bank loan 150,000—$2.75 Cl. A Cl. B ($1 par) 
American Superpower. ..................:.-2seeseeees Danlaecttaes 46.7(m) None $6 1st Pfd.—208,879 shs. 8,293,005 
$6 Pref.—235,207 shs. (n. p.) 
Central States Electric................. (STEER AIOE PIT TG A 40.2(m) 36.9 163,640 7% & 6% Pid. —~«*'10,113,581 
46,974 Conv. Pfd. ($1 par) 
| 75 SSS ge eT 360.6(m) None ~~ 300,000—-$5 Pfd. ~«+5,267,147-—C 
1,155,655—$6 Pfd. ($5 par) 
SRI TET Sn, REE os os cen wcicekowierss, 71.7(a) s None | None | as04.98 7 
n. Pp. 
United Corporation... . . ERA aR See piper a ee eee ~ -248.8(m) None —s«2,488,684shs. 44,529,364 
$3 Pref. (n. p- 
(c)—Not including extras. (m)—Market value as of Dee. 31, 1936. 


(d)—Deficit. (q)—!nvestment valued at cost or book value. 
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Leading Publie Utility Companies (Continued) 





Ratio of Maint. & Deprec. to Common Stock Earnings 










































































——— —— R 4 
Plant Latest Price of Common COMMENT 
Gross Value 1935 1936 1937 Common Dividend 
47.7% 3.31% 2.10  255_ - 9.75(3)—si(‘(<‘« Dd 2.00 ‘This y has effected lete refunding of bonds into low coupon 
issues savings of which will be more fully reflected this aie, but this to 
pede an —_ a zh, aan e, be offset by the $3,000,000 annual rate cut effective February 1, 1 1937. 

17.5% 6.40% 4.35 3.88 4.71(3) 44 3.00 ~ Substantial rate cuts held down net in 1936. With sale of electric prop- 
erties to City of Los Angeles, company now almost entirely engaged 

me: eS | on oe See = en ee ey Ju Ieee in natural gas. Territory has promising industrial growth possibilities. 

13.3% 4.93% 1.61 3.21 3.75(3) 47 None _ The 1936 eamings gain reflected refunding economies, initial dividend 
on the 18% interest in Natural Gas Pipe Line, and other dividends, 

<= : = — mc - SS. ____ Dividend resumption likely some time in 1937. 

16.5% 3.84% 2.53 2.68 2.74(3) 41 2.60 Rising business activity in the highly industrialized territory served by 
this company together with substantial rate cuts has stimulated consump- 

fe —— ss a naan ac ____ tion, and earnings appear definitely on the uptrend. 7 casa Meck 

15.7% 2.23% 1.65 2.42 2.43(3) 25 ~ 4.50(e) Growing industrialization and reassuring population trend have accounted 
for better than average gains in output and revenues, but a leveling off 
in net this year is expected as pany is app the maximum 

= —s ct. a o> 3 allowable rate of return. ; 

NF NF d1.74 d0.99 d1.08(2) 7 None Substantial imp t in net i ticipated in 1937, which 
would give basis for italizati y. The 1936 net was 
equivalent to $8.75 on prior oalened. and about $1.20 on $4 prefer- 

To ee wound = ais le... Mn = ence st 
NF NF d0.56 0.20 0.26(3) 10 None Sharp gains in ea-nings ———* 7 Big: asa result of steady additions 
a nes 2 i = Bie nae. ==, to wells and refining eq Oil district. 
12.5% 2.43% 1.09 1.09 1.11(3) 13 1.00 ‘Serving a compact industrial area in ae around Philadelphia and in 
Connecticut, this conservatively managed company should show gradual 
Ca ed = aw - improvement in net from its electric properties. 
15.6% 3.55% d0.32 0.26 0.42(3) 6 None The class A is a high leverage common, with further earnings recovery 
CLA potentialities inherent in electric properties, as well as the change to 
a 25 Se aa ee r — once i annua he Sipe ene natusal gas last year in Detroit and Grand Rapids. 
bond int. bond int. Parent company sold English seein in 1936 for $25,000,000 cash, 
" earned earned 2% which will y be ture holders when reorgani- 
__ 16.2% 2.26%  _— 0.99 _0.87x casas Se Nene zation plen is leted 
4.4% 194.0% 7.12 9.89  -10.28(2) 168 9.00 —A gain of 880,527 telephones to total of 14,453,552 registered in 1936, 
and trend continuing so far in 1937. Large scale refunding operations 
on very be rate basis has been accomplished, and should be more fully 
* — _— igi BS ——_ ; = is year. 
NF NF 0.40(5) 0.63(5) ae 11 None In 1935, about 50 cents a share was earned on common from Spanish 
properties, making — earnings 90 cents a share for year. 
to ic recovery, and present 
ae ae = __ ee : = = potentialities for lether expansion. 
17.6% 5.97% 5.03 6.89 7.36(3) 58 3.00 At present company is revising its rate structure so that services are on a 


sounder competitive basis, and adding new services to meet changing 
communications need of public. Effected reduction of over $15, 050,000 
in funded debt in 1936. 








Holding and Invest 





ment Companies 



































——— —— anand per » Phare Commen— — —— Resent 
Latest Price of Common COMMENT 

ae 1935 2 1936 1937 _Common Dividend 
0.19 0.19 ae ff None Chief holdings 662,500 shs. North Amer. com., 1,403,819 shs. Blue 
cl. B — com., 648, 568 shs. Electric Shareholding com. At end of 1936 
class B had liquidating value of $6.71 a share, against $5.72 a share 

——— a, a tJ end of 1935. 

1.86 4.27 1% Nowe Major investments consist of 3,120,000 shs. Com. & Sou. common, and 
on 1st Pfd. en 1st Pfd. 0,000 shs. United Corp. com. Net asset value per sh. preference 
was $108 on Dec. 31, 1936; unpaid accumulated divd. was $2814 a share 
ss vi ines - on preference stock, hence no > liquidating value for common at that time. 
Bond int. Bond int. (wns ” 489 shs. of North Amer. com., 2,027,255 shs. Am. Cities 
covered covered cl. B,—737,189 shs. Elec. Shareholding ¢ com., 1,468,800 shs. 

0.34 0.63 as 1% None Blue Rid com. and small amount of other securities. Net asset che 

= at en = 93 ie of 7% pid. on Dec. 31, 1936, was $49.20 a share. 

0.16 0.17 0.23(3) 17 None Is appealing Federal Court decision which would force company to 
register vith S.E.C. Stock has tremendous leverage factor in a rising 
market for utility * equities. Break-up value end of 1936 was $40.78 

a — Be wee wks a share, against $27.32 end of 1935. 
do.38 0.84 20 0.25 Chief investments 91% Engi Pub. Serv. com. and 94% Sierra Pacific 
Elec. com., but underwriting and management activities contribute to 
—— and in past year, construction activities have experienced sharp 
Steed eon. a 5 ee , ~~ = pick-up. 

0.11 0.19 0.20(3) 5 0.20 Common p large | factor in rising utility market because 

of the large amount of preference stock. The common stock usually sells 
— =e os = axl ae near its break-up value. 




















NF—Figures not available. 
(1)—As of Dec. 31, 1935. 


(2)—12 months coe Feb. 28, 1937. 
(3)—12 months ended March 31, 1937. 


(4)—12 months ended April be 1937. 
(5)—Excluding Spanish Subsidiary. 
(6)}—Year 1933 or end of 1933 year. 
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Copper Stocks a Buy Again 


BY GEORGE L. MERTON 


Ware the oracle speaks, there usually is great con- 
fusion as to what it really means. Thus, when President 
Roosevelt spoke through the press of the country early 
in April on the rapid rise of metal prices (among other 
matters) it was not quite clear to the average newspaper 
reader just what the President had in mind. Mr. Roose- 
velt mentioned that some companies can make a profit 
with copper at 5 or 6 cents and that other higher cost 
producers (mentioning Anaconda specifically) could 
make money on 8 to 9 cent copper. With copper then 
selling at 17 cents a pound, 


only 30,000 tons by the mid-point of the year. There- 
after, surging demand for industrial uses, for armaments 
and for speculative purchases of the red metal took the 
market control out of the hands of the more conservative 
producers here and abroad—despite the abandonment of 
the foreign production restrictions, the stepping up of 
production of domestic mines and the opening up of 
numerous high cost properties in the United States 

and elsewhere. 
When President Roosevelt said that copper prices 
were advancing too rapidly, 





there seemed to be a strong 
inference of “profiteering” 
in these high placed re- 
marks and both copper 
prices and copper shares 
tumbled in_ markets 
throughout the world fol- 
lowing the statement. 

Yet, those who had been 
following events in the cop- 
per industry with more 
than casual interest recog- 
nized that the President 
was merely saying “aye” to 
the views of the majority of 
domestic copper producers. 
Even at the start of the 
steady advance of copper 
prices from around 8 cents 
a pound in 1935, some pro- 
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last April, he was merely 
echoing what American 
copper producers had said 
a year before, but none of 
their efforts to check the 
advance had been as fruit- 
ful as the Presidential 
statement. At the annual 
meeting of Kennecott Cop- 
per, earlier this month, 
Stephen Birch, chairman 
of the board, stated, “I 
think it is unfortunate to 
get prices up too high, for 
we may kill the goose that 
lays the golden egg. Seven- 
teen cents a pound for cop- 
per is too high and is mn- 
economical.” What Mr. 
Birch evidently has had in 
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ducers took energetic steps 
to prevent too rapid an increase. At one time last year a 
“split-price” market prevailed for a month, because Ken- 
necott and other low-cost producers offered large ton- 
nages of copper consistently under the quotations of 
other producers in order to hold the price down. The 
objective of these tactics was to discourage expansion of 
production at the higher cost properties, while surplus 
stocks were further reduced—low-cost producers being 
content to benefit from rismg demand through larger 
production and sales rather than from higher prices. 
These efforts to restrict price advances in copper were 
only successful, however, as long as visible supplies 
were fairly large and the larger producers were operating 
at a restricted rate and had unused mine capacity to 
fall back upon in supplying increasing consumers’ de- 
mands. World production of copper averaged only a 
little more than 100,000 tons monthly throughout 1935 
and not more than 10 per cent higher until the late sum- 
mer of 1936. World copper stocks were still as high as 
488,000 tons at the beginning of 1936 and had declined 








mind all along is the splen- 
did showing which his company can make with copper 
prices considerably below the 17-cent level and the pos- 
sibility that a too rapid price increase will discourage 
consumption, stimulate over-production and weaken the 
competitive position of copper among the other indus- 
trial metals. Whatever part President Roosevelt’s recent 
remarks may have played in the decline of copper to 
14 cents a pound should be regarded as constructive for 
the leading producers. It certainly was not the adverse 
development that the market action of the copper shares 
appeared to infer. 

Kennecott Copper, as the second largest producer and 
the most completely integrated copper company in the 
world, is a good example of what present copper prices 
(i.e., 14 cents a pound) and present operating levels can 
provide in the way of per share profits. During the first 
quarter of this year, production of foreign and domestic 
mines aggregated about 110,000 tons. Operations of 
several properties are still being stepped up, although 
current operations are about 40,000 tons monthly, close 
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to capacity of present plants. Deliveries in the first 
quarter were practically all under contracts made dur- 
ing the latter part of 1936 and are understood to have 
averaged about 11 cents a pound. On this basis, first 
quarter earnings of around $1 a share are estimated for 
Kennecott shares, although at the present rate of opera- 
tions and on an average of 14 cent copper, earnings would 
be increased by an additional 75 cents a share. In other 
words, present prices and present rate of operations 
should produce annual earnings of $7 a share for Kenne- 
cott or possibly better. On the basis of 1936 copper 
sales, 14 cent copper would have produced earnings of 
around $4.75 a share, instead of the $2.36 reported for 
1936 on average copper prices of slightly less than 914 
cents a pound obtained last year. 

This is the “golden egg” that the Kennecott manage- 
ment as well as other producers have in mind at the 
present time if they can stabilize copper prices around 
present levels and prevent a run-away market of the 
type that developed earlier in the year. Providing that 
consumption holds up sufficiently well to maintain pres- 
ent rate of mining operations, these producers probably 
would be perfectly content to see copper prices stabilized 
even moderately lower than the present 14-cents-2-pound 
level. And resulting earnings would provide ample justi- 
fication for substantially higher stock market valuations 
for their shares. 

In the accompanying table, data is given for the ap- 
proximate annual capacity production of the leading 
copper companies in terms of maximum output per share 
in order to provide a common basis for comparison. The 
range is from approximately 125 pounds of copper per 
annum per share for Anaconda to 95 pounds per annum 
per share for Kennecott Copper. Since the majority of 
both the domestic and foreign producers are now work- 
ing their mines at close to capacity operations, the fig- 
ure of per share production gives an approximate idea 
of how copper prices would affect per share earnings at 
present. An increase of a cent a pound would mean 
approximately $1.25 a share higher earnings for Ana- 
conda and approximately 95 cents a share for Kennecott. 

This is a theoretical figure, of course, based on the 
assumption that costs and output remain constant. 
Actually, costs increase with higher copper prices as most 
of the western mining camps have labor agreements 
under which wages rise and fall with the price of copper. 
On the other hand, increase in the rate of mine output 
and of smelting and refining operations tends to reduce 
unit cost of production. There has been a consid- 
erable lag in earnings improvement behind copper price 
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increases because of the practice of permitting customers 
to contract for copper considerably ahead of actual 
requirements. The accounts of most of the companies, 
say for the first quarter of this year, will show sales made 
at prices prevailing during the latter part of 1936. 

Second quarter sales will be at higher average price 
levels, however, and copper contracted for at the recent 
high of 17 cents a pound may not be delivered until well 
into the third quarter, irrespective of what the prevail- 
ing level of prices may then be quoted. It must be kept 
in mind, therefore, that results for any given quarter 
will not necessarily jibe with the accompanying calcula- 
tions which are intended to indicate earnings potentiali- 
ties on the basis of average price changes over a longer 
term. 

Several of the companies included in the tabulation 
have important sources of income over and above their 
copper production. Kennecott, Anaconda and Phelps 
Dodge have extensive metal refining and fabricating 
intérests, Kennecott having sufficient fabricating facili- 
ties by controlled companies to handle approximately its 
entire mine production, whereas Phelps Dodge fabricat- 
ing interests are relatively (Please turn to page 257) 





Comparison of Leading Copper Companies 


Estimated 
Production 
Costs 
Company Cents per Lb. 
Ee ee ‘ ics bing Sites ee pahe wines 41-8 
NNT etx OEE Ae vis. sided caale REO Saw RGASRS 5-6 
Ee ee pn ancid tusheeiad xo pala its 8-9 
Re ee Lie ee bo 825 bet bak cca suslaie oie SabaIom aan 4-6 » 
Ee ett ins 32 4 tbs b aide SAR Kas 514 
CERO echt) So Neots iit, DAUR petal 8-9 
> 1 PET ANE Se a AL rer 5-6 v 


* Based on 1936 production; before dea'‘ection. ** Before depletion. 


Annual Possible F 

Capacity Earnings 1936** ———-Prices——---- 

Per Share Per Share on Earnings 1937 
Lbs. 14¢c Copper* Per Share High Recent 
125 $4.70 $1.83 6914 53 
110 6.25T 3.387 8637/4 65 
100 2.50 -30 33 21 
95 4.75 2.35 - 69% 57 
120 6.50 3.18 63 48 
105 3.15 & .07 2614 17%, 


105 , 4.50 1.65 59% 465, 


+t After depletion. 
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Equities, Preferred Stocks and Bonds 


Attractive for Income and Appreciation 


Yielding Better Than 5 Per Cent 


Selected by THE MAGAZINE OF WALL STREET STAFF 


—_ price declines in both fixed income issues and 
dividend paying common stocks have created attractive 
opportunities for the income minded security buyer, 
who also requires reasonably favorable prospects of ap- 
preciation of principal. Earlier in the year, when both 
stock and bond markets were under the influence of 
speculative enthusiasm and the pressure of a large sup- 
ply of idle funds seeking profitable employment, income 
selections were considerably restricted. Investment de- 
mand had spilled over from the first grade caliber fixed 
income issue to the medium-to-speculative grade of 
bonds and preferred stocks. Equities of companies with 
reasonably well indicated prospects for earnings expan- 
sion, on the other hand, had to be bought competitively 
against the bids of buyers who gave little weight to 
immediate income return. Attractive “yields” on com- 
mon stock therefore were limited largely to the stable 
consumers goods industries, where expansion possibili- 
ties were too restrictcd to attract wide speculative in- 
terest. 

Under present market conditions, it is again possible 
to obtain a current return of five per cent or better 
from medium grade bonds which yield better than 6 
per cent to maturity; income of from 6 to 7 per cent 
or better on second grade preferred stocks that are 
well protected for income purposes and dividend income 
of 5 to 6 per cent on common stocks, with reasonably 
good prospects of further earnings improvement this 
year, as a basis for expectation of income increases, 
“extras” and accompanying price appreciation. The 
accompanying tabulation presents bonds, preferred and 
common stocks paying better than five per cent at cur- 
rent prices, with sufficient diversity as to type and grade 
and covering enough industries to afford a wide range 
for individual selections. Descriptive data relative to 
some of these issues and comments upon individual 
prospects are presented below. 


Baltimore & Ohio Convertible 41/25 1960 
Attractive on liberal income and well defined prospects 
of a stronger investment position through earnings gains. 


This $63,000,000 issue of convertible bonds is an un- 
secured direct obligation of the Baltimore & Ohio Rail- 
road Company, subject to about $432,200,000 specific 
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The 
conversion feature (operatively presently at $125 a share 
into common stock) is too far removed from present 
quotations to be reflected in the price of the bonds, 
which sell primarily on the basis of the credit position 
of the road and its prospects for strengthening its posi- 


mortgages with prior liens on physical assets. 


tion through future earnings improvement. ‘Trend of 
earnings has been upward in recent years, interest coy- 
erage of 1.13 in 1936 comparing with 0.90 in 1935 and 
0.88 in 1934. During the first quarter of the current 
year, fixed charges were covered with a small balance, 
as compared with a first quarter deficit of over $2,600,000 
after fixed charges in the preceding year. In years of 
normal business activity, interest charges have been 
earned by from 1.5 times to 1.9 times. 
The road and its affiliates taps vast bituminous coal 
areas in West Virginia, Ohio, Pennsylvania, Indiana 
and Illinois, soft coal accounting for about 48 per cent 
of total tonnage and contributing about one-third of 
total freight revenue. The transportation of iron and 
steel products is the next most important factor in 
freight traffic. Since the system serves a highly indus- 
trialized section of the country, it is fair to assume 
that volume of traffic will continue to expand on fur- 
ther general business recovery, with proportionate ex- 
pansion in gross operating income. The road has been 
maintained in good physical condition and the company 
was able to handle the increasing volume of traffic last 
year on an operating ratio of 73.2 per cent, as com- 
pared with 74.3 in the previous year, notwithstanding a 
marked increase in equipment expenditures. 
Baltimore & Ohio enjoys capable management, which 
has kept well abreast of changes in transportation con- 
ditions in recent years. A more aggressive bid for pas- 
senger service has been made in the form of lower rates, 
passenger conveniences and equipment than the majority 
of the eastern roads, with the result that the company’s 
competitive position has been strengthened _particu- 
larly in the New York, Baltimore, Washington service 
where in past years the road definitely occupied 2 
“differential position.” The stronger earnings coverage 
in prospects should aid the market position of this 
unsecured obligation, which appears to offer both the 
attraction of liberal income and worth-while appreciation 
possibilities at the discount currently available. 
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Southern Railway Dev. and Gen. 4s 1956 


A better investment grade with appreciation possi- 
bilities. 

This second mortgage lien on the greater part of the 
system is a somewhat stronger issue from an investment 
standpoint than the B. & O. 414s reviewed on the first 
page of this article. The unusually rapid come-back in 
the earnings of Southern Railway last year resulted in 
earnings coverage of about 1144 times fixed charges, 
following five years of varying deficits after interest 
charges. Further improvement in earnings appears well 
indicated and should strengthen the investment position 
of this issue over a period of time. Industrialization of 
the South has not only created larger volume of ship- 
ments but also has given greater traffic diversity in recent 
years. Industrial expansion appears to be continuing 
this year and in addition present prospects favor a 
larger cotton crop and well sustained general business 
prosperity through the district served. This issue is 
reasonably well protected as a business man’s invest- 
ment and in addition has interesting possibilities of 
enhancement. 


Columbia Pictures Corp. $2.75 Convertible Preferred 


Wide profit possibilities with a minimum of risk and a 
hberal income are obtainable from this convertible issue. 


Columbia Pictures preferred stock was issued during 
the latter part of 1935, to retire a higher dividend pay- 
ing preference issue and to provide working capital. 
With no bonds and only 75,000 shares of this low divi- 
dend paying preferred stock outstanding, dividends have 
been covered by a large margin since issuance. Con- 
sidering the strong protection of both earnings and as- 
sets, the shares appear attractive on an investment 
basis on the 6.7 per cent yield obtainable. 

The nature of the company’s business is such that a 


series of film productions of unusual merit or box office 
appeal are capable of producing large earnings on the 
relatively small capitalization. Through the conversion 
feature (the preferred is convertible into nine-tenths 
of a share of common, with protection against dilution) 
preferred holders are in a position to capitalize such a 
development. On a smaller than present common capi- 
talization in 1935, the junior issue sold in excess of 80, 
whereas at the recent price of the preferred stock, hold- 
ers of this issue would have in effect a call upon the 
common at around 45, up to November 15, 1941. 

The company is well established as one of the major 
producers of films, having complete facilities for making 
and distributing nationally and in foreign countries a 
full schedule of feature productions. Marked successes 
in recent years have given the company a favorable 
competitive position in the distribution of its films, 
through booking contracts with the larger theater chains 
and with independent exhibitors. The company has 
capable management, adequate financial resources, mod- 
ern studios and a large number of artists’ contracts. 

Earning in the fiscal year ended June 30, 1936, were 
equal to about $21 a preferred share and in the first 
nine months of the current fiscal year have shown 
further improvement. For those interested in profit 
possibilities such as are inherent in the convertible 
feature of this issue and at the same time do not wish 
to assume commensurate risk, Columbia Pictures pre- 
ferred would appear to be a desirable selection. 


Cerro de Pasco Copper Common 


Sharp earnings gain indicated this year, is a basis for 
anticipating larger dividends and price appreciation. 

Cerro de Pasco has one of the largest output of metals 
in relation to capitalization of any of the major industrial 
metal producers. Its three principal mines located in the 
Peruvian Andes have an approximate capacity to turn 
out 110 pounds of copper, 40 pounds 
of zinc, 40 pounds of lead and 15 





Security Selections for Income and Appreciation 


1936 
Per Share 


BONDS 
Issue Dividend Earnings 
Baltimore & Ohio Convertible 41,1960.................. *4.13 
Electric Power & Light 5s, 2030. . "1.40 
General Steel Casting 1st 51s, 1949 *d1.28 
Southern Railway Deb. & Gen. 4s, 1956 "1.25 
Walworth 1st 4s,1955...... "2.46 
PREFERRED STOCKS 
Wilson & Co. 6% Cum......... 6.00 12.50 
Armour & Co. 6% Convt..... . 6.00 12.20 
Celanese 7% Participating. ... **8.70 23.90 
Columbia Pictures 23/4 Convert 2.75 20.95 
COMMON STOCKS 
American Telephone & Telegraph 9.00 9.36 
Cetto de Pasco............... 4.00 3.38 
Congoleum-Naim.............. 2.00 2.05 
Whetione Tie... ..........55 2.00 3.28 
SE NE Loo 5-cc-c e's: siaie Se sls **4.00 6.73 
Lone Star Cement............ 3.00 3.23 
ak a é **$.5 8.54 
Louisville & Nashville........... ‘ {6.00 8.23 
South Porto Rico Sugar............ a ih sia Sgt wh ott 2.00 3.00 
(EDT A A a Rea 4.00 5.54 


+p limes interest charges earned on bonds listed. 
} Paid in 1936. 


Tt Yield to maturity on bonds. 


ounces of silver per annum per share 
of capital stock outstanding, in 
addition to lessor quantity of gold 


eee eld and other metals. Property in- 
151% 6.6 cludes a copper smelter with capac- 
83 6.0 ity to handle the entire mine out- 
" es put, lead smelter and _lead-zine 
8014 5.7 concentrator of sufficient capacity to 

handle a large part of the mine out- 
“ “us put of these metals. Because of the 
90 6.6 import tariffs imposed by the United 
vid me States the industrial metals are largely 
41 6.7 ° ° ° 

disposed of in foreign markets and 

the silver production likewise is sold 
pt er in the world markets. 
37% 5.4 Prior to 1936, the necessity of sell- 
pl 5.9 ing in foreign metal markets was an 
- 4 adverse factor due to various forms of 
98 5.6 trade barriers and a lower price than 
4 | obtainable in the United States. Last 
a3 a7 year this situation was reversed and 


both demand and price are now higher 
abroad. An offsetting factor was the 
decline in world silver prices, after 


** Including extras. 
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the United States altered its silver purchasing policies, 
late in 1935. The properties lend themselves to elastic 
operation, enabling the management to increase the 
relative output of the ores and metals which command 
the best price and restrict production of metals experi- 
encing price backwardness. In spite of the silver price 
decline, therefore, 1936 earnings were held to approxi- 
mately $3.38 a share, as compared with $3.62 a share 
in 1935, when because of lower industrial metal prices, 
profits came largely from silver production. 

This year, with copper, lead and zinc prices about 
50 per cent higher than the average price obtained in 
1936, earnings should be substantially higher. Further 
expansion possibilities are also indicated by the fact 
that physical production of copper was only about half 
of capacity in 1936, with silver, lead and zinc production 
approximately 70 per cent of capacity. The company 
is still carrying over 32,000,000 pounds of copper which 
was shipped to the United States before the import 
tariff was imposed and which is carried at a cost of 5 
cents a pound. At current copper prices, a “paper 
profit” of more than $2 a share is indicated and it is 
possible that part or all of this increment might be 
carried into this year’s earnings. 

With a modest capitalization consisting of 1,122,840 
shares of no par value capital stock, a strong financial 
position, characteristic of most of the larger metal pro- 
ducers and a well diversified production of numerous 
metals, the shares appear to provide better than average 
investment qualities among mining commitments. Cur- 
rent income of around 5.8 per cent appears well pro- 
tected and with further expansion of earning power 
reasonably well indicated, shareholders are justified in 
expectation of both increased income and higher per 
share values over a period of time. 


Firestone Tire & Rubber 


Currently available at about 10 times 1936 earnings, 
which should show further expansion this year. 


One of the leading tire manufacturers, Firestone, also 
makes a wide line of rubber products for industrial pur- 
poses and in recent years has also diversified its interests 
through various automobile accessory and equipment 
lines. Having 1,000,000 acres of land suitable for rubber 
production in Liberia under 99 year lease and about 
64,000 acres under cultivation, the company’s dependence 
on the open market for this essential raw material is be- 
ing gradually reduced. Subject to a guaranteed subsidi- 
ary bond issue of $14,650,000, there are 466,134 shares of 
$100 par value 6 per cent cumulative preferred stock and 
1,932,497 shares of $10 par common stock outstanding. 

The necessity for carrying large inventories of raw 
materials and finished products results in a large part 
of total assets (more than half) being in the form of 
current assets. At the end of the fiscal year October, 
1936, net liquid assets were about $51,645,000 only 
slightly lower than working capital in 1930 before the 
depression. Because inventories have been increased 
substantially and have been partly financed by bank 
loans, the ratio of better than 3 to 1 between current 
assets and current liabilities indicated in the 1936 state- 
ment is less favorable than ratios of better than 10 to 1 
in pre-depression years. Considering the large tire 
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stocks and raw material supplies carried by the com. 
pany, however, financial resources appear fully adequate 
for present requirements. 

Improvement in tire prices resulted in higher net 
earnings in recent years, following a long period of 
highly competitive conditions in the industry and re. 
sultant narrowing of profit margins. Showing a deficit 
in the 1933 fiscal year, Firestone’s earnings increased to 
71 cents a share in 1934, $1.53 a share in 1935 and $3.98 
a share in 1936. As compared with a gain of only about 
14 per cent in sales during the 1936 fiscal year, per share 
earnings increased over 60 per cent in the same period, 
This recovery was also accentuated by leverage in the 
capital structure of the company. On the basis of the 
1936 report, it is calculated that an increase of 10 per 
cent in operating profits would mean a gain of about 
16 per cent in common stock earnings. 

Although manufacturing activities were interrupted 
by a two months strike, earlier this year, the company’s 
policy of accumulating large tire stocks is believed to 
have enabled the management to have avoided any seri- 
ous effects upon sales. Settlement of the strike em- 
bodied an agreement prohibiting any strikes or plant 
shut-downs for a year. An increase of 6 per cent in tire 
prices last March are believed adequate to offset higher 
labor and material costs experienced so far during the 
present fiscal year. Selling about 10 times last reported 
earnings, with good prospects for at least moderate earn- 
ings improvement this year, Firestone common stock is 
regarded favorably for income and price appreciation. 


Louisville & Nashville Railroad 


Rapid earnings recovery, good financial position and 
indications of further revenue gains this year present 
an opportunity to combine income with appreciation 
possibilities. 

Louisville & Nashville has displayed far more rapid 
earnings recovery than the average railroad, due to a 
combination of natural traffic advantages enjoyed by the 
system, the excellent recovery of the South in both 
industry and agriculture and the benefits of capital sav- 
ings through last year’s refunding operations. The trans- 
portation demands on the system are highly sensitive 
to the pace of activity in coal consuming industries in 
the Great Lakes district, and bituminous coal shipments 
from Kentucky and Alabama field northward to Chi- 
cago have increased proportionately to the accelerated 
momentum of the recovery in these industries. 

In addition to large industrial centers in northern 
sections of the 5,000-mile Louisville & Nashville system, 
extensive fruit and vegetable growing areas in the south- 
ern territory are served. Efforts in recent years to en- 
courage rail shipment of miscellaneous freight from east- 
ern points to Gulf ports have had good results. Expan- 
sion of exports to South America have recently given 
further impetus to this class of traffic. The marked 
recovery of winter travel to southern resort cities has 
also been a factor in recent earnings improvement. 

Reflecting these diverse influences, net earnings of the 
system aggregating $9,628,472 was the best showing 
made since 1929 and interim reports indicate that the 
upward trend of profits has continued during the 
current year, despite earlier (Please turn to page 272) 
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CHICAGO PNEUMAT 


IC TOOL COMPANY 





Earnings Point Upward 


Possible Dividend Resumption Following Recapitalization 


BY EDWIN 


iF the first quarter of this year, Chicago Pneumatic 
Tool reported a net profit of $421,137. This showing not 


r only represented an increase of 120 per cent over the 


first quarter of 1936, but it was the most profitable first 
quarter for the company in more than ten years. It 
was also the largest quarterly profit since the final 
three months of 1929. Encouraged by the marked im- 
provement in the company’s business, the management 
has submitted a plan for revamping the capital structure. 

This plan has for its objective the elimination of 
accumulated dividends on the $3.50 preference stock 
and the creation of a new preferred stock for the pur- 
pose of refunding outstanding funded debt of $2,000,000. 
The present $3.50 preference shares will be reclassified 
and holders will receive one share of new $3 preference 
stock and 34 share of common stock in lieu 
of accrued dividends amounting to $17.50 a 
share. The new $3 preference shares will 
carry the privilege of converting into 1 1/3 
shares of common stock. There also will 
be authorized 100,000 shares of new $2.50 
prior preference stock, of which it is planned 
to sell 70,000 shares utilizing the proceeds 
to retire $2,000,000 in funded debt. The 
$2.50 prior preference issue will be subject 
to a sinking fund of $50,000 annually pay- 
able out of net earnings after dividends on 
both classes of preference stock, and will be 
convertible into 1 2/3 shares of common 
stock. In connection with this plan, a good 
will item of $5,568,814 will be eliminated 
from the company’s books, by stating the 
value of the new $3 preference stock at 
$13.33 a share as compared with $50 a share 
for the present preferred stock. Moreover, 
the company reduced its liability for sur- 
plus profits taxes by substituting prefer- 
ence shares for the $2,000,000 debentures 
now outstanding. 

Assuming that the recapitalization plan 
as proposed becomes effective, capitalization 
of Chicago Pneumatic Tool will then consist 
of 70,000 shares of $2.50 prior preference 
stock, 181,135 shares of $3 preference stock 


Ewing Galloway 
Pneumatic tools play an important part in construction today. 


JUNE 5, 1937 


A. BARNES 


and 335,321 shares of common. Potentially, however, 
the company may have only a single class of stock out- 
standing should the conversion feature embodied in 
both class of preference stock be exercised. 

On the basis of the above capitalization and allowing 
for a full year’s dividends on both classes of preference 
stock, the company’s net profit last year of $1,148,813 
would have been equal to about $1.12 a share for the 
common after sinking fund requirements on the prior 
preference shares. On the same basis, first quarter net 
was equivalent to 68 cents a share for the common. 
The nature of the company’s business is such that it 
is subject to various unpredictable factors, but with the 
benefit of sustained activity in the automotive and 
heavier industries, it would (Please turn to page 264) 
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Money Out of the Air 


A Realistic Appraisal of the 


Aviation Transport Companies 


BY S. T. CRADDOCK 


1. is necessary to get a perspective on scheduled flying 
in the United States before deciding whether com- 
mitment in the stocks of the leading air transport com- 
panies is justified. On the basis of current earnings, 
present prices obviously project possibilities rather far 
into the future. While we do not expect air transport 
stocks to sell entirely ex-romance at this stage, there 
ought to be a more material basis for paying such hand- 
some premiums for present earnings. Is it because 
growth in volume of business is expected to continue 
at the astonishing pace of the last few years with a 
greater margin of profit? If so, passenger, mail and 
express traffic must produce a greater excess of revenue 
over expenses despite increasingly competitive rates and 
service from the railroads and despite continued heavy 
depreciation charges for fast-changing models. 

The increased use of air line facilities during 1936 was 
an outstanding feature of industrial progress particu- 
larly in comparison with the previous five-year period. 
Passenger miles flown were almost five times what they 
were in 1930. Miles flown on scheduled airways were 
twice what they were in 1930. The load factor was 
doubled and passenger seat miles were in the neighbor- 
hood of 64 per cent of capacity. Unquestionably a 
stimulus to increased flying has been the reduction in 
air line rates. 

Further evidence of the growth in scheduled flying is 
revealed in lighted routes operating around 23,000 miles, 
or four times what they were in 1928. However, reve- 
nue from mail poundage at $12,000,000 increased but 
slightly over 1928. This is a much smaller factor now 
in the air transport picture compared with what it was 
five or six years ago when about 75 per cent of total reve- 
nues were derived from this source. Currently, mail 
represents 33 per cent of total revenue for one of the “big 
four” lines and in the other three cases is less. Express 
pound mileage almost doubled in 1936 compared with 
the previous year. While a fast growing factor, its 
volume is about one-third of that for mail. 

Future advances in air travel will depend upon safety, 
service and cost. 

Unfortunately in 1936 the excellent safety record for 
1935 was not paralleled, but at that, in the last six 
months of 1936, there were 15,118,000 passenger miles 
per passenger fatality. This compares with 884,000 
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miles flown per fatal accident in the last half of 1998, 
In analyzing the causes for accidents in the last half of 
last year, the Bureau of Air Commerce ascribed them 
as shown in the accompanying table. 





Causes of Air Accidents 


Personnel errors..........--.+20+- 37.5% 
Airplane failures ...............-. 25.0 
PET Roe as Ghee ou shee wise Wins di 10.7 
Airport and terrain............... 14.3 
USOT MNOINE i oss 5o's 5 isin oss ose wai 3.6 
SCR iGL evo ak ieweien siecle ase e 3.6 
Undetermined and doubftful........ 5.4 





Of course the unfortunate series of accidents in the 
past few months has had a temporarily adverse effect. 
In view of the progress of the last five years, however, 
the general trend seems to be toward increased safety. 

It appears likely also that volume of business will 
continue to accelerate at somewhere near the recent 
pace. The principal question is: Will volume at lowered 
rates outstrip increased costs of operation? It seems 
anomalous, but costs of operating old planes in a great 
number of cases come under control as time goes on. 
In the first two or three years of operation, maintenance 
cost is high while “bugs” are being eliminated and gen- 
eral difficulties taken care of. This experience has its 


exceptions and trouble has been found in keeping the f 


older models in satisfactory repair. The important fact, 
however, is the pressure to adopt more efficient, up-to- 
date planes with a greater carrying capacity, involving 
frequent change-over (three to five years). Mainte- 
nance on new types cannot be gauged with the same 
degree of accuracy as on old ones. Relative to five 
years ago, the trend toward standardization is more 
pronounced. When these periods of rapid displacement 
end, it will be much easier to gauge probable costs of 
air line operation based upon given volumes of business. 
In the meantime, margins seem destined to remail 
fairly low. 

One factor to be kept in mind in analyzing the indi- 
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vidual companies is the status of 
their equipment. Those which have 
predominantly older types may be 
faced with increased depreciation 
and obsolescence costs and a step-up 
in current maintenance. 

As the mail routes are largely in- 
dicative of the routes of scheduled 
passenger flying, consideration of 
them in some detail is given in the 
following analytical sketches. 





American Airlines, Inc. 


22 (5/22/37) 
1936 Earnings per share........... 2c 


Current Price .......... 


Total fiscal year payment by the 
Post Office Department for eight 
mail contracts was $2,237,000 in 
which the Ft. Worth-Los Angeles, 
Newark-Chicago, and Newark-Ft. 
Worth were the principal contribu- 
tors. In addition, Boston-Newark, 
Boston-Cleveland, Cleveland-Nash- 
ville, Washington-Chicago, and Chi- 
cago-F't. Worth routes are flown. 
Passenger business has shown excellent progress, par- 
ticularly in comparison with the previous year, but net 
income is a purely nominal amount for the 277,775 
shares outstanding. Depreciation at 15 per cent of total 
operating revenue is in itself equivalent to almost $6 
ashare. This is not only characteristic of the American 
Airlines, it is true of all the other domestic airlines: 
United—13 per cent equivalent to about $1 a share; 
TWA—about 13 per cent somewhat more than $1 a 
share; in the case of Eastern Air Lines, depreciation 
is somewhat in excess of 14 per cent of total operating 
revenue. American Airlines contemplates expenditure 
of more than $2,000,000 on new equipment in 1937. So 
far this year five new 21-passenger Douglas planes have 
been delivered. 


Courtesy T. W. A. 





Eastern Air Lines, Inc. 
(North American Aviation, Inc.) 
ed , 11% 


Nominal 


This company is a combination air line operator and 
manufacturer of military aircraft, with General Motors 
the dominant stockholder in the holding company, 
North American Aviation. The company operates Do- 
mestic Air Mail Contract No. 5—Newark to Atlanta 
and New Orleans, No. 6—Newark to Miami, No. 10— 
Chicago to Jacksonville. Total payments by the Post 
Office for these three in the fiscal year 1936 were slightly 
In excess of $1,200,000, with the Miami line being the 
principal. While the air lines showed a net income of 
$168,000 in 1936, the amount available for North Ameri- 
can stock was a very nominal figure of $4,229 for 3,- 
453,000 shares, the combined showing of the manufac- 
turing and transportation phases. 
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T. W. A. Skyliner which carries 14 passengers, mail and freight. 


The company has contracted for five new Douglas 
21-passenger transports for early 1937 delivery. 


Pan American Airways, Inc. 
PROSONE PICO ono ccincindiesiowswaese cs 64% 
1936 Earnings per share............ 


Pan American, in our opinion, is in a somewhat dif- 
ferent category from the domestic airlines, but even here 
a price around 65 rather heavily weights the potential 
showing of the line, in view of its 1936 earnings of $1.39 
per share compared with $1.85 the previous year. 

Of blended romance, fine management, and ambassa- 
dorial aspects Pan American illustrates the rapidity of 
aviation’s world progress: from 5,000,000 passenger miles 
in 1929 to almost 67,000,000 in 1936; and an attendant 
growth in airway mileage maintained from 12,265 to 
40,869. Operations have been sufficiently well controlled 
to show progressive improvement in earnings from 21 
cents in 1931 to $1.85 in 1935, but fell short of $1.39 
in 1936. 

One very helpful factor is the favorable basis for its 
foreign air mail contracts at $2 per mile made principally 
in 1929 and 1930 for a ten-year period. This was and 
is in distinct contrast to the usual domestic rate, but 
Pan American is primarily responsible for the main- 
tenance of its own airways compared with government 
responsibility in the domestic network. 

Characteristic of Pan American is its long term plan- 
ning in activities and in the development of the most 
effective transportation media. About five years was 
necessary to the institution of commercial air pas- 
senger service to the Orient in October, 1936, and sev- 
eral years were necessary to the development of the 
ocean type Sikorsky and (Please turn to page 270) 
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More Trouble for Chain Stores 


The recent Supreme Court deci- 
sion in the Louisiana chain store 
tax case was another severe blow to 
companies operating in this field. 
The Supreme Court upheld the state 
law imposing a graduated tax on 
chain stores—a tax not based as 
elsewhere only on the number of 
stores operated within the confines 
of the taxing state, but a tax which 
rises according to the company’s 
total stores no matter where located. 
The operations of the Robinson- 
Patman law have sharply reduced a 
chain’s competitive advantages and, 
now that there has been added a 
wide open field for discriminatory 
taxation, it is quite possible that the 
death knell of the chain store as we 
once knew it has been sounded. 
They will be hard-hit also by any 
laws having to do with wages and 
hours that may be enacted. Among 
the possible remedies is the sale of 
the stores to their managers. This 
is the course being followed by the 
big oil companies which are rapidly 
getting out of the gasoline filling sta- 
tion business. Grocery chains seem 
headed towards super-markets to 
take the place of a number of small 
outlets. Some may become merely 
food wholesalers, following the prece- 
dent established in oil. Already there 
is a marked. disposition for chains 
and others to push their own brands 
in preference to those nationally 
advertised. These are troubled times 
for the big retailer, but just because 
he is being forced to make radical 
adjustments in his accustomed busi- 
ness methods it does not mean neces- 
sarily that the stockholder of the big 
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For Profit and Income 


i eiaieiiahrsalineneenenanm imeem 


chains will suffer anything worse 
than severe mental anguish. Busi- 
ness has enormous powers of adapta- 
tion and with the recovery tide still 
running strongly, it is conceivable 
that the necessary adjustments can 
be made with comparatively small 
effects upon profits. 


New York Widens Insurance 
Investment Field 


Considerable significance attaches 
to two laws, which have just been 
enacted in New York State, broad- 
ening the investment field for insur- 
ance companies. In the first place, 
the life insurance companies will be 
the most important organizations 
effected. They are to be permitted 
to invest in unsecured bonds, deben- 
tures, preferred and guaranteed 
stocks. The new standard of quality 
set up is that the company shall 
have earned “a sum applicable to 
dividends equal to at least 4% dur- 
ing each of any three years, includ- 
ing the last two years, of the five 
years immediately preceding the in- 
vestment.” The old law provided 
for earnings of 4% in each of the 
five years immediately preceding 
the investment. Insurance compa- 
nies are also to be allowed to invest 
in properly secured equipment trusts 
of roads in receivership. The liberal- 
izing of New York’s insurance invest- 
ment provisions is a somewhat be- 
lated recognition that Standard Oil 
(New York) debentures, for exam- 
ple, are much stronger investments 
than most first mortgage bonds. 
Recognized also is the fact that 
equipment trusts issued by a re- 








ceiver are almost without exception 
strictly high grade holdings. To the 
insurance companies the new laws 
will prove a boon in that they have 
had over recent years great diffi- 
culty in finding satisfactory mediums 
for their investment funds. The ef- 
fects, however, will be felt further 
than this. Possibly there will be a 
tendency towards more conservative 
capital structures as companies 
finance with debentures and _pre- 
ferred stock rather than mortgage 
bonds. One might expect also that 
insurance company buying will re 
sult in a somewhat lower yield basis 
for the securities that they been 
made eligible. 


Shipping Looks Up 


Throughout the world a veritable 
maritime boom is well under way. 
True, freight rates on certain runs 
are by no means all that the ship 
owner might expect, but this does 
not alter the fact that the shipper 
has to scramble for space. The 
United States Merchant Marine is 
to lose no ground if Joseph P. Ken- 
nedy of the Maritime Commission 
is to have his way. Among the 
things he is calling for is stability 
of administration and a long-term 
subsidy, to the end that operators 
and owners of capital may know 
where they stand. All-in-all, giving 
consideration to naval expansion, 
the situation augurs well for Amert 
can shipbuilders. Bethlehem Steel, 
through Bethlehem Shipbuilding, 
will be a beneficiary, of course: Sut 
Oil also has an important shipbuild- 
ing subsidiary. New York Shipbuild- 
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ing, Todd Shipbuilding and 
Electric Boat are mediums 
through which an outside 
investor can obtain a di- 
rect interest in the field. 





Oil Promise Materializing 


Over the winter months 
those interested in oil se- 
curities have watched gaso- 
line stocks mount to huge 
totals. Although it was 
known that warm weather 





Developments in Companies Recently Discussed 


United States Steel. Ground has been broken 


for a new $60,000,000 plant in the Pitts- 
burgh district. It will be eight months in 
the building and will add 600,000 tons of 
sheet, strip and tin plate to the corpora- 
tion's annual capacity. The $2 dividend 
which has just been declared on account 
of preferred accumulations came cs some- 
thing of a surprise. This leaves only $3.25 
in arrears on the preferred, an amount 
which will probably be liquidated before 





would bring new life to the 
demand factor, it was 
feared that it might not be 
sufficient to keep the in- 
dustry on an even keel. 
Recently, however, oil 
news has been predomin- 
antly favorable. Magnolia 
Petroleum lifted the price 
of East Texas crude 8 
cents a barrel to $1.35, a 
move which subsequently 
became general. The latest 
figures show a decline of 
more than half-a-million 
barrels in gasoline stocks, 
despite record breaking re- 
finery operations. Finally, 
from here and there comes 
news of higher prices for 
motor fuel. It would seem 
that the oil industry still 
presents opportunities for 
the stockholder. Among 
the many companies in the 
field, Continental, Barns- 
dall| Amerada and_ the 
Texas Corp. appear to be 


than 


Warner Bros. 
weeks to the end of February were equiva- 
lent to $1.03 a share on the outstanding 
common stock after allowing for dividend 


period. 
preferred total nearly $20 a share. 
the twenty-six weeks to February, 1936, 
earnings were equivalent to only 48 cents 


stock two-for-one 
$3,500,000 in convertible debentures. 
funds from the latter will retire $2,780,000 
in bank loans and bolster working capital. 
As of May 1 unfilled orders totalled more 


Patino Mines. 


the summer is ouf. 


Earnings for the twenty-six 


requirements on the preferred for the 


Dividend accumulations on the 
For 


a share of common. 


Liquid Carbonic. Proposes to split its com- 


issue 
The 


and to 


$3,250,000, compared with about 


$860,000 at the same time a year ago. 


It was brought out at the 


annual meeting that the company must still 
surrender to the Bolivian Government at an 


Chesapeake & Ohio. 


Mesta Machine. 


arbitrary rate of exchange 422% of its 
total sterling income. Efforts are being 
made constantly to lower this percentage. 
Through a wholly-owned subsidiary Patino 
is investing funds in Malay tin projects. 


Phelps-Dodge. Earnings for the first half of 


1937 officially estimated at $2 a share be- 
fore depreciation, Capital expenditures 
this year will amount to some $6,000,000. 
Debentures totalling $20,000,000 to be sold. 


Mohawk Carpet. Officially stated that sales 


in the first four months of the present year 
were much ahead of 1936 and that the 
period resuited in substantial earnings, 
whereas money was lost a year ago. A 
twenty-cent extra has just been declared 
on the common in addition to the regular 


payment of 30 cents. 


Efforts to effect a 
merger with the Erie and the Nickel Plate 
hit a snag when the Senate Committee on 
Interstate Commerce contended that the 
conditions which prevented a similar merger 
in 1926 still prevailed. 


Confirming the receipt of a 
contract from a firm in England for a new 
blooming mill, a hot strip mill and a cold 
strip mill, the company's president said 
that operations were at capacity and 
that there was more business on the books 
than ever before in the history of the 


organization. 





more than ordinarily well- 
situated. 


Capital Gains Tax 


The tax on capital gains is an 
uneconomic one: it gives a govern- 
ment distorted ideas as to its income 
during a boom, with a disastrous 
awakening during periods of depres- 
sion. Many recognize its defects, 
among them Representative Celler 
of New York who has introduced a 
bill to eliminate the tax on capital 
assets held for more than one year. 
Yet, despite the powerful backing of 
those who would like to repeal the 
tax on capital gains, there appears 
to be little chance that the present 
Congress will do anything about it. 
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This is because the Treasury wishes 
to retain all of its present sources 
of revenue—even the unsound ones. 


A Preferred with Possibilities 


Last year was one of considerable 
improvement for the Missouri-Kan- 
sas-Texas Railroad. Gross revenues 
increased from the $27,422,354 
shown in 1935 to $31,307,599, a gain 
of 15.6%. Allowing for the interest 
on the adjustment bonds there was 
a nominal net loss of $138,209 in 
1936, compared with a net loss of 
nearly $2,500,000 for the previous 
year. Despite the fact that the road 
has not had the benefit of the emer- 
gency surcharges which expired at 


the end of last year, gains have 
continued into 1937. March actu- 
ally resulted in black figures, the 
net income for the month being 
$26,561 against a net loss of a quar- 
ter-of-a-million dollars in the cor- 
responding previous month. The 
prospect for crops in Katy’s terri- 
tory seems much better and, should 
nothing occur to change the present 
outlook, the road will have a busy 
fall. Such developments undoubt- 
edly will be reflected in the road’s 
securities. For those in a position 
to accept the risk involved, there 
would seem to be good possibilities 
for price appreciation in Missouri- 
Kansas-Texas preferred which is cur- 
rently quoted around $26 a share. 
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THE BUSINESS ANALYST 





i leadership of automobile 
assemblies, which promise to hold at 
near capacity far beyond the normal 
seasonal peak, our index of per 
capita Business Activity has ad- 
vanced sharply during the past fort- 
night to around 102% of the 1923-5 
average—a new high for the recov- 
ery, 17% ahead of last year, and 
within 10% of the all time record 
reached in August, 1929. The April 
lull in soft coal production is be- 
lieved to have brought stocks down 
to around normal, and consumers 
are again beginning to build up 





Jahking, the Pulse of 







— Activity at New High 
— Large Gain in Payrolls 
— Steel Near Capacity 


— Sustained Motor Demand 


the past year; with 20 manufactur- 
ing industries at new all time highs 
in numbers employed. In some sec- 
tions there is a scarcity of even un- 
skilled labor. Reaction to the Presi- 
dent’s proposals for new labor 
legislation has been not altogether 
unfavorable, since most of its provi- 


Business 






and the first part of May; yet a third 
of new securities offered in April was 
for new capital, against only an 
eighth for the corresponding month 
of 1936. Upholding of the Social 
Security Act by the Supreme Court 
has bolstered confidence in the mar- 
ket for Government bonds, because 
of a belief that the Treasury will 
have to acquire upwards of $600, 
000,000 worth of bonds for reserve 
funds during the coming year. In- 
vestment bankers are therefore look- 
ing for an early resumption of pri- 

vate financing, not only for re- 








inventories in anticipation of 
somewhat higher prices under 
the Guffey-Vinson Act, a move- 
ment which is expanding coal 
shipments and helps to sustain 
car loadings. Recent closing of 
a few New England textile mills 
due to a falling off in new orders 
has not as yet made any great 
dent in the country’s total pro- 
duction of cotton cloth. On the 
other hand, steel production, car 
loadings, electric power output 
and lumber shipments, along 
with check payments, have re- 
cently shown moderate declines 
on a seasonally adjusted basis. 

Demand for capital goods and 
the public’s purchasing power, 
two cornerstones which sustain 
the major business trend, show 
no signs of contracting in the 
near future; though unseason- 
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BUSINESS ACTIVITY 


M.W.S. INDEX (PER CAPITA BASIS) 
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funding but also for new capital 
on a gradually expanding scale. 
In any event, the decision ap- 
pears to have stopped the sale 
of Government securities from 
banking portfolios and so defi- 
nitely removed the threat of de- 
posit currency deflation from 
this source. In fact a contrary 
influence seems likely to gain 
potency, rather ironically, from 
the circumstance that surtaxes 
on undistributed earnings are 
driving business back to the 
banks for temporary working 
capital. Probably this move- 
ment will not assume large pro- 
portions; but it is worth noting 
that any expansion in bank loans 
is inflationary, to a degree de- 
pendent upon the rate of in- 
crease. 

Recent announcements by 











ably cool weather, overstocking 


large corporations of plans for 








of merchandise, and widely cir- 
culated predictions of an approach- 
ing business recession have conspired 
to produce a temporary lull in pur- 
chases of consumers’ goods. Mean- 
while the Department of Labor re- 
ports an increase of $72,000,000 in 
weekly payrolls, and of 1,500,000 in 
non-agricultural employment during 
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sions are already in force among the 
country’s major industries, with the 
possible exception of textiles and 
tobacco. 

Declining prices for stocks and 
bonds appear to have been chiefly 
responsible for a sharp drop in flota- 
tion of new securities during April 


plant expansion coincide with 
other reports of mounting activity in 
the heavy goods industries. Thus 


orders booked by the General Elec- 
tric Company are 70% greater than 
a year ago and at the highest rate 
on record; while machine tool orders 
in April were at a new all-time peak 
and more than double the volume 
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for April, 1936. Foreign orders, 
which accounted for 177% of the to- 
tal, were 3.4 times last year’s volume. 

In view of all the powerful forces 
which are working toward further 
recovery, it is rather difficult for a 
business realist to go along with the 
dire prophecies of official Wash- 
ington, but the National Asso- 
ciation of Purchasing Agents still 
expects lower prices for raw mate- 
rials and continues to warn its mem- 
bers against overstocking. Possibly, 
in view of still excessive inventories 
here and there, it may be feasible to 
talk the country into a temporary 
business recession this Summer; but 
this should not be particularly no- 
ticeeable on a business graph com- 
pensated for normal seasonal varia- 
tions—not until September when 
automobile plants close for changing 
over to new models. 


The Trend of Major Industries 


STEEL—Owing to higher than 
normal consumer stocks here and 
there, especially in the automobile 
industry, new orders are coming into 
the country’s steel mills at only 75% 
of current production; yet operations 
continue to hold at near practical 
capacity and no let-down has taken 
nlace in the rate of consumption. 
Most mills will not be able to work 
off present backlogs before July when 
the year’s second seasonal increase 
in business begins to appear. Apart 
from shut-downs caused by strikes, 
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no Summer decline of importance is 
expected this year. The industry as 
a whole should benefit from labor 
interruptions, which would permit 
some reduction in excess inventories; 
} expenses and profits of con- 
directly affected would nat- 

be influenced adversely. Ow- 

to the high rate of operations, 


it is believed that second quarter 
farnings of companies which have 





: 5, 1937 


signed with the C I O will be even 
better than for the first quarter, de- 
spite higher wage payments. In 
view of the recent tight situation in 
pig iron, it is encouraging to learn 
that iron ore henceforth will be in 
somewhat freer supply. Lake Su- 
perior shipments this year promise 
nearly to equal the high records of 
1916 and 1919. Of longer range im- 
portance is the recent disclosure that 
Australia has given Japan permis- 
sion to exploit rich iron ore deposits 
at Koolan Island, Yampi Sound, 
from which Japan expects to obtain 
a million tons annually. 


CONSTRUCTION—Although to- 
tal construction contracts awarded 
during April in 37 States east of the 
Kockies were only 16% above 
awards for the like month of 1936, 
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residential contracts showed an in- 
crease of 61% and were the largest 
since 1930. The F H A estimates 
that 400,000 to 450,000 dwellings 
will be erected this year, against 
only 270,000 last year. Mr. John E. 
Burchard, who has made a deep 
study of cheap housing, suggests in 
a recent issue of the Technical Re- 
view that the present trailer fad may 
be pointing the way toward the 
evolving of low-cost prefabricated 
housing of a more permanent char- 
acter. If all home conveniences can 
be packed into a one-room trailer, 
ii is only one step forward to de- 
liver a ready-built house on wheels, 
one room at a time. 


RAILS—Compared with the cor- 
responding period a year ago, the 
first 33 roads to report for April 
show an increase of 11.5% in gross 
revenues, but only a 2% gain in net 
operating income; compared with a 
97.4% increase in net for March and 
a cumulative improvement in net for 
the first quarter. The poor showing 
in April was due partly to a slump in 








coal shipments and partly to heavier 
maintenance expenses. Recent weak- 
ness in grangers on the stock market 
is traceable to predictions of drought 
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damage to Winter wheat in the 
Southwest. 


RAILROAD EQUIPMENT— 
Freight cars on order May Ist were 
155% greater than a year earlier and 
the largest for any like date since 
1926. Steam locomotives on order 
May Ist, amounted to 345, against 
only 52 last year. If freight traffic 
continues to expand at its present 
rate, the carriers will soon be com- 
pelled to place further heavy orders. 


METALS—Owing to a tight spot 
situation, foreign copper has recov- 
ered at present writing to 1434 cents, 
and further strength would necessi- 
tate an advance in the domestic 
price. Fabricated products have al- 
ready been increased 14-cent to com- 
pensate for higher labor costs. By 
way of anticipating further price ad- 
vances, domestic purchases of the red 
metal during the first three weeks of 
May exceeded the total for all of 
March and April. World stocks of re- 
fined and blister copper on May 1 
were about 1,000 tons lower than on 
April 1, despite an increase of nearly 
12,000 tons in production. World 
consumption of tin during the first 
quarter increased 24% over the cor- 
responding period of 1936. Domes- 
tic lead stocks dropped 9,000 tons 
in April, despite a 3,000-ton gain in 
production; but inventories - still 
amount to nearly a 3-months’ sup- 
ply. 


AUTOMOBILES—Domestic fac- 
tory sales of cars and trucks in April 
gained 7% over. the corresponding 
period of 1936, compared with a 
cumulative increase of 12% for the 
first four months. Owing to pro- 
longed strikes at General Motors 
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and Chrysler plants, the smaller 
“independents” have thus far re- 
ceived a larger share of the business 
than a year ago; but profits for both 
large and small producers have been 
somewhat impaired by higher costs, 
so that earnings for the second quar- 
ter are not expected to be materially 
better than for the corresponding 
period last year. Few radical 
changes are looked for in 1938 
models, though prices will probably 
be advanced somewhat on both 
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trucks and passenger cars. Demand 
for new cars is holding up unusually 
well; so that near capacity produc- 
tion of current models may be con- 
tinued well on into August, barring 
labor trouble at Ford plants which 
might not be fully offset by the re- 
sulting higher operations at compet- 
ing factories. A recent survey shows 
that last year the American public 
spent 2.63 billion dollars for new 
ears, 0.58 billions for new trucks, 
1.65 for used vehicles, 3.40 for gaso- 
line, 1.41 for accesso- 


ity of Texas oil, prices for Mid- 
continent crude have for some time 
been commanding a premium which 
leading purchasers recognized offi- 
cially last week through an 8-cent ad- 
vance in the posted price. At pres- 
ent writing, total production for the 
country is around 185,000 bbls. daily 
above demand estimated by the Bu- 
reau of Mines, Texas alone account- 
ing for about 40% of the excess, 
1937 promises to be the best year 
for oil dividends since the good old 
boom days. 


MERCHANDISING—Daily av- 
erage retail sales in April were esti- 
mated by the American Retail Fed- 
eration as 6% better in dollar totals 
than for April, 1936, compared with 
a 12% increase for the first four 
months. Stocks of merchandise 
were unwieldy at the end of the 
month, but have since been reduced 
considerably by belated clearance 
sales. 

Unseasonably cool weather, the 
failure of white collar workers to 
participate in wage increases, and 
widely circulated predictions of a 
coming business recession, have con- 
spired to hold back trade in large 
urban centers; though rural stores 
are reflecting the growing prosperity 
of agricultural sections. Validation 
by the Supreme Court of State chain 
store tax statutes may cause the big 
chains to serve merely as distribu- 
tors under contract to manager- 


owned unit, a plan already py 
into effect by major oil refine; 


UTILITIES—Investment bank. 
ers hope that the jam in utility 
financing has at last been broken by 
the Cincinnati Gas & Electric Co, 
in filing with S E C its new $10, 
000,000 issue of 342% bonds; though 
Commonwealth and Southern Corp, 
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states that new financing in its ter. 
ritory is blocked by competition 
with the T V A, which is now free 
to go ahead with the construction 
of transmission lines, an injunction 
against such action having been set 
aside recently by the Circuit Court 
of Appeals at Covington, Kentucky, 


Conclusion 


With world economic forces stil 
working strongly toward further re 
covery, and domestic demand for 
capital goods along with public pur. 
chasing power continuing to show 

heavy gains over a 








ries and replacements, 

and 1.67 for service | 
labor — a total of | 
11.67 billion dollars. 


OIL — In ordering 
that Texas daily oil 
production for June 
be reduced 6% to 
1,354,000 bbls., the 
Railroad Commission 
has for the first time 
set the State’s allow- 
able output at the 
level of demand esti- 
mated by the Bureau 
of Mines, and there- 
by taken an impor- 
tant step toward sta- 
bilizing the industry. 
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year ago, it is difficult 
to envision a business 
recession this Sum- 
mer of much mor 
than seasonal propor- 
tions, in spite of ex 
cess inventories here 
and there and _ the 
novel attempt of 
Washington official: 
dom to talk people 
out of a boom psy- 
‘| chology. The facts 
if are that business 
| abroad is booming 
under armament ac: 
tivities, and is withip 
10% of boom levels 
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THE MAGAZINE OF WALL STREET'S COMMON STOCK INDEX 


1936 Indexes 


1937 Indexes 
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High Low Issues (1925 Close —100) High Low toy 15 May 22 May 29 
106.0 78.4 330 COMBINED AVER. _ 122.0 99.0 99.0x 103.2 101.3 
204.6 113.4 5 Asgricultural Implements. 241.0 204.6 223.0 236.9 234.7 
68.6 39.9 6 Amusements 72.6 61.4 61.4x 64.6 63.7 
143.5 116.8 1 146.6 112.2 112.2x 117.8 116.7 
24.9 17.7 13 aie 30.1 22.3 22.3x 23.9 23.3 
156.8 104.3 8 Aviation RY 927 Cl. —- 178.0 126.0 126.0x 136.0 131.5 
23.8 12.6 3 Baking (1926 Cl.—100) 28.5 18.2 18.6 19.0 18.2x 
500.9 318.6 2 Bots. & Cks. (‘32 cl —1 00) 536.0 456.6 495.0 500.4 501.4 
262.0 202.8 3 Business Machines .. 308.6 249.8 254.4 264.9 260.3 
287.4 216.2 2 Cans.. Pie Gey sa ack 242.8 194.8 194.8 200.0 198.3 
237.1 187.5 10 Chemicals. . eee 247.7 216.6 216.6x 223.1 218.7 
73.8 42.8 15 Construction..... ; 88.3 66.9 66.9x 70.8 69.3 
166.4 87.9 10 Copper & Brass........... 217.3 148.0 148.0x 164.3 164.4 
47.8 39.3 2 Dairy Products.... 43.0 37.8 37.8x 38.1 38.3 
41.8 23.3 10 Department Stores........ 42.7 33.3 33.3x 33.9 33.8 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 89.4 89.4x 94.3 93.2 
441.1 227.2 2 Finance Companies. 388.4 323.5 332.1 346.8 353.0 
70.1 60.9 7 Food Brands : 71.9 55.9 55.9x 58.5 57.9 
56.6 41.4 4 Food Stores 53.2 41.9 44.4 42.4 41.9x 
103.2 65.7 3 Furniture... . 122.3 98.3 98.3x 104.3 101.2 
1296.9 1116.0 4 Gold & Platinum Mining . 1253.6 953.8 973.4 1006.7 953.8x 
51.0 36.6 5 Investment Trusts. . 58.6 46.6 46.6x 48,1 47.3 
341.6 265.2 3 Liquor (1932 Cl.100)... 317.8 266.5 266.5x 278.5 273.4 
189.5 134.7 9 Machinery. 209.8 173.3 173.3 177.2 175.0 
107.4 61.3 © Wisll Creel.. 0.5.0. 5.0655 104.2 85.3 85.3x 87.8 87.8 
83.9 59.4 4 Meat Packing............ 109.6 79.6 83.8 92.5 87.0 
232.5 159.5 14 Metal Mining & Smelting.. 334.1 232.5 247.9 264.9 262.5 
23.4 6.0 2 Paper. ‘ 26.5 19.0 20.8 21.5 22.4 
142.8 97.2 24 Ponoloun. & ‘Natural Gas.. 158.8 138.3 138.3x 144.9 143.7 
96.6 67.2 18 Public Utilities. . , 114.9 77.5 77.5 79.5 78.2 
35.4 26.7 4 Radio (1927 Cl.—1 00).. 31.7 24.1 24.1x 25.2 24.1 
100.4 52.5 9 Railroad net. 112.9 84.5 84.5x 91.0 100.8 
39.8 27.3 = — : 48.6 37.2 41.5 42.1 40.6 
27.1 13.4 Realty. . 28.5 16.7 16.7x 18.8 17.2 
87.6 62.7 4 Shipbuilding. . 87.6 62.9 62.9x 64.0 66.8 
124.5 85.2 12 Steel&lron............. 165.6 124.5 128.0 136.6 131.8 
45.3 29.8 6 Sugar 45.2 37.1 37.1x 38.1 37.2 
175.6 142.5 2 Sulphur. : 171.2 146.6 146.6x 157.6 151.0 
97.4 76.6 3 Telephone & tenor. ; 85.3 66.5 66.5x 70.6 67.9 
83.5 62.0 8 Textiles. 91.8 73.1 73.1x 74.9 74.6 
20.9 10.6 4 Tires & Rubber 29.2 20.5 24.2 25.7 25.3 
100.2 87.2 4 Tobacco 99.4 82.6 82.6x 84.7 83.7 
76.2 61.0 5 Traction. 71.9 41.7 44.1 42.9 41.7x 
369.2 232.5 4 Variety Stores......... 346.8 254.0 264,0 256.4 254.0x 
H—New HIGH record since 1931. X—New LOW this year. 
DAILY INDEXES OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. —50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, May 17. 84.88 167.84 57.13 127.20 124.95 597,070 
Tuesday, May 18 % 85.00 169.97 57.92 126.45 123.59 1,195,320 
Wednesday, May 19... 84.94 169.75 57.88 127.14 125.86 789,760 
Thursday, May 20..... 85.14 173.59 58.89 129.55 126.80 1,226,980 
Friday, May 21.. 85.35 173.83 58.60 129.91 128.61 773,160 
Saturday, May 22 85.43 175.00 58.96 130.47 129.52 480,760 
Monday, May 24..... 85.47 175.59 58.75 131.24 130.07 684,014 
Tuesday, May 25...... 85.49 173.79 57.21 131.10 128.98 842,380 
Wednesday, May 26... 85.11 173.70 57.13 129.47 128.25 585,830 
Thursday, May 27...... 85.10 174.19 56.76 129.64 128.40 596,500 
Friday, May 28... . 85.03 174.71 56.82 129.82 128.75 560,000 


Saturday, May 29 


EXCHANGE CLOSED 


STOCK MARKET VOLUME 





Week Ended May 29 Week Ended May 22 Week Ended May 1 


3,268,724 5,063,050 
Total Transactions Same Date 
Year to May 29 36 

212,453,34 239,338,573 


Latest figures compiled as of May 29. 
(e}—Estimated. 


W. Dod 
*23-25— 


2k ended May 27. 


’ 7 


920 


Same Date 


35 
104,347,042 





ge—37 states. 
100. *—100 omitted. 
Fe.—February. 








+—000,000 omitted. 
Mr.—March. 





(b)}—1,000 Gross tons. 
(f)}—Dun & Bradstreet. 


G)— 


(C)—Iron Age. 


U. S. Labor 


*—lron Age Composite. 
Ap.—April. 
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MONEY RATES 


Time Money (90-day). ..... 
Prime Commercial Paper... . . 
CO BADMO soa sivc'es ac cece 
Rediscount Rate............ 


CREDIT 


Bank Clearings, N. Y.+...... 
Bank Clearings 

(outside N. Y.)7......... 
Brokers’ Loans, F, R.7....... 


Brokers’ Loans, N. Y.S, E.7... 
New Corporate Financing?.. . 


COMMODITY PRICES 


Finished Steel* ¢ per Ib...... 
Pig Iron* $ perton......... 
Steel Scrap* $ per ton....... 
Copper, $ per Ib............ 
Lead, $ per Ib. N. Y........ 
Zinc, $ per lb. N. Y........ 
se 2 re 
Rubber, $ per Ib.. 

Crude Oil (Mid-Cont. , $1 per 


Sugar, raw, $ perlb......... 
Silk, raw, $ perlb.......... 
Wool, raw, $ per Ib......... 
Wheat Price, July, $ per bu.. 
Cotton Price, July, $ per Ib. . 
Corn Price, July, $ per bu... 


KEY INDUSTRIES 


Steel Ingot Prod. (b) (tons)... . 
U. S. Steel Corp. Shipments 
pee ee 
Pig Iron Production (6) (tons). 
Operating Rate, % Capacity . 
Auto Production........... 
Bldg. Contract Awards (d)*.. 
Residential Bldg. (d)*...... 
Engineering Contracts....... 
Cement Shipments* (bbls.).. . 
Cotton Consumption (bales)*. 
Mach. Tool Orders, '26— 
1 Sa Re 


Oil Prod., daily aver. (obls.}* 

Stocks of Gasoline and Fuel 
Oil* (bbls.).. Gere 

Elec. Pwr. Output (kwh)? 


TRANSPORTATION 


GHIGOUINEOE «6.5 6.0:65:80 s80 
Miscellaneous Freight....... 
Merchandise, L.C.L.*...... 


TRADE 


Dept. Store Sales '23-25— 
100% 


Mail Order Sales®......... 
Merchandise Imports*. .... . 
Merchandise Exports*...... 
Business Failures (F)......... 


EMPLOYMENT 


hs ah: CCR ee 
Durable Goods Industries (G). 
Consumers Goods (G)....... 
Factory Payrolls (G)........ 


Latest Previous 
Week Wee 


114% 114% 
1% 1% 
1% 1% 

14% 41 14% 


$3,123 $2,693 
2,161 1,480 
1,124 1,127 
May 1 April 1 
$1,187 $1,158 
104Ap 
Latest Previous 


Week Week 


2.605 2.605 
23.25 23.25 
17.92 17.92 

14 .14 
-06 -06 
.071 -071 
56%, 55% 
«2014 -20% 

1.35 1.27 

.0335 -0338 

1.81 1.82 

1.10-1.12 1.10-1.12 

1.1834 1.18 

1277 -1276 

1.254% 1.173%, 

April Mar. 
5,072 5,217 
1,344 1,414 
3,391 3,459 

91.0$ 92.0 


536,334 494,276 


221M: 


$2,410 


1,286 
968 


Last 
Year 


$1,064 
650 


Year 

Ago 

2.097 
18.84 
13.08 


-05275 
-46 
-15%, 


1.17 
-0372 

1.50 

0.87 
8514 
-1138 
-60%, 


Year 
go 
3,942 


980 
2,404 
69.4 


502,775 


$270,125 $231,246 $234,632 


108,204 90,168 


216,955 156,788 
7,879Mr 5,163 
719 779 
282.5 211.6 
Latest Previous 
eek ee 
3,550 3,522 
79,827 80,378 
2,199 2,195 
Latest Previous 
Week Week 
779 274 
328 327 
170 170 
April Mar. 
93 93 


67,151 


195,458 


7,186 
577 


125.7 


Year 
go 
3,007 


72,158 
1,962 


Year 

Ago 
684 
284 
162 


Year 
Ago 


84 


$83,508 $75,106 $66,437 
306,699M:277,805Fe 198,701 
256,390Mr232,504Fe 195,100 


786 802 
April Mar. 
102.2 101.1 
93.7 96.4 
106.0 106.1 
104.8 101.1 


830 


Year 

Ago 
89.1 
82.3 
96.3 
79.3 














































































































The Personal Service Department of Tue MaGazine or WaLt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Machine & Foundry Co. 


Do you consider American Machine & 
Foundry attractive at current levels? Would 
you be inclined to add this stock to a port- 
folio planned for income, even though the 
company may not materially better last 
year’s earnings?—H. C., Duluth, Minn. 


Few enterprises can display a 
record more satisfactory from the 
standpoint of earnings stability over 
a long period of years, equal to that 
presented in the record of American 
Machine & Foundry Co. Growing 
out of an original investment of 
$100,000 in 1900, the company now 
has outstanding 1,000,000 shares of 
stock, one class only, and no funded 
debt. In recent years an excep- 
tionally strong financial status has 
been the characteristic feature of 
the balance sheets published peri- 
odically, and on all counts we con- 
sider that the shares of this com- 
pany merit the attention of inves- 
tors seeking a dependable return. 
Avoidance of uncertainties and con- 
sequent risks incidental to keenly 
competitive enterprise, is another 
feature which should attract the 
attention of investors in this issue, 
for it may be said that from a prac- 
tical standpoint this company en- 
joys a monopoly in its primary field 
—the production of machinery used 
in the manufacture of cigars and 
cigarettes. This constitutes the back 
bone of the income and makes for 
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the stability of earning power char- 
acteristic of the operations of this 
company. In late years, however, 
the management has considered the 
advantages of diversification, and 
has perfected machinery used in the 
printing, paper and baking trades, 
the latter—a complete line —has 
grown in importance until it now 
constitutes about one-quarter of the 
total revenue. While the issue is 
attractive primarily as an invest- 
ment, rather than for speculative 
profit possibilities, the prospect is 
not devoid of longer term apprecia- 
tion prospects since progress made 
by the company during recent years 
in the development of new fields, 
gives promise of assuming greater 
importance in the future earning 
power. We would conclude, there- 
fore, in answer to your question, that 
if you are interested along the lines 
suggested in the preceding resumé 
of this stock, you would be justified 
in adding moderately to your hold- 
ings. The 1936 report revealed a 
net income equivalent to $1.21 a 
share comparing with $1.12 a share 
on the stock outstanding in 1935. 


Republic Steel Corp. 





that 


I own 150 shares of Republic Steel bought 
at current prices. I would be inclined to & ‘Pe 
add to my holdings if I had some assurance 
that labor difficulties would not hinder it. 

Your advice will be appreciated—W. A. E, 





New York, N. Y. Ame 
Under existing conditions, one ” 
cannot offer, with any reasonable oh 


degree of certainty assurance against Jf jis, 
further disturbances to industry J witloc 
generally, or to any enterprise in § ® L- 
particular, arising from labor diff- Fr 





culties. Barring such a_ develop- a, 
ment, however, on the basis of the ve 
position to which Republic Steel has : ‘ 
attained in its field, and on the ahs 
basis of the prospect for continued 
activity in the industry and an ex- 
tension of the gains in earnings — 
demonstrated in the latest report —" 
issued by Republic, one is justified pi 
in regarding these shares at existing be 
price levels, as having considerable rn! ‘ 
speculative merit, and as_ holding ll 
the possibility for substantially oe 
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higher price levels. The latest re- 
port covering the first quarter of the 
year revealed a net profit from op- 
erations during that period of about 
$5,500,000, compared with the profit 



















of only $361,000 for the correspond- the a 
ing interim in the year 1936. The ie 
first quarter profits were equal to with 
$1.04 a share on the common stock. mand 
As a result of an intensive program ay 
of plant expansion, rehabilitation ag 
and modernization, Republic stands ll 
third at this time in the industry as vt 
a fully integrated enterprise in 4 og | 





particularly well favored position to 
efficiently handle a large volume of 
business. This program has not only 
strengthened the company from the 
standpoint of operating efficiency, 
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When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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yt has improved its position from 
, marketing standpoint, tending to 

jive earning power by way of 
der u.versification throughout the 
jist of lighter steel products, alloys, 
etc. It appears likely that the man- 
agement can successfully carry 
through plans to eliminate the ar- 
rearages on the old 6% preferred 
tock outstanding, and clear the way 
eventually for dividend considera- 
tion. We find much to encourage an 
iptimistic attitude toward the out- 
ivk for these shares, and believe 
that they possess attraction from a 
peculative standpoint. 





American Chain & Cable Co., Inc. 


Do you believe the proposed three-for-one 
glit up will result in increased interest im 
American Chain and Cable Co.? Would 
this, in any way, affect the now favorable 
wtlook for dividend increases and extras?— 
G. L. M., Boston, Mass. 


From a practical point of view, 
the split three-for-one in the shares 
of American Chain & Cable Co. may 
very likely result in an increased 
public interest in the stock. Such a 
development would not be without 
precedent, and we do not see how 
itcan unfavorably affect the outlook, 
nor does it seem likely to influence 
directors in the matter of dividend 


‘disbursements in the future. That 


wil depend to a much more im- 
portant degree on earnings power, 
and in that respect the outlook is 


i favorable we believe. The company 
produces a wide variety of products, 
rand while it has benefited substan- 


tially from the increased activity in 
the automobile trade, and is likely 


‘to continue to supply that industry 
Fwith an important share of its de- 
}mand for accessories, it will also find 


encouragement in the outlook for 


ithe building trades, machinery and 


equipment manufacturers and the 


sheavy industries generally. Last 


year this company reported gross 
ales of nearly $25,000,000 against 
about $18,000,000 in 1935, and share 
eamings in 1936 and 1935 respec- 
tively were $9.45 and $4.11. Last 
year the company paid dividends 
totalling $4 a share on its common 
stock, after having cleared off the 
arearages on the old preferred, re- 
placed the old 7% preferred issue 
with a 5% issue, and paid off $500,- 


000 of serial notes. The company 


sound financial status and 
ase turn to page 247) 
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Has TWO New Dresses 


Tvo dresses for less than her mother used to pay for one. 
Mary’s new ready-made dresses, compared with those her mother 
bought 20 years ago, are in better style, have fast colors, and are 
chosen from a far wider range of exciting new fabrics. 


Why can Mary have two new dresses today? 


It is because of the amazing progress the textile industry has made 
in the last two decades. It is because research scientists and engi- 
neers have worked to improve processes and to give the public 
more for its money. More goods for more people—at less cost. 


It is because General Electric engineers and research scientists 
have contributed to this progress. More than forty years ago, 
they initiated the first use of electricity in the textile industry. 
Today, every modern loom has its individual electric drive, and 
electric contro] which governs the quality of the unrolling vards 
of fine, sleek fabric. General Electric scientists have perfected 
instruments to test and match the colors, and to keep the weft 
straight and true. 


Electric equipment—much of it especially designed by G-E engi- 
neers for textile applications—increases production, protects 
expensive machines, prevents delay and spoilage, lowers costs. 
In short, General Electric engineers are in the ‘‘efficiency busi- 
ness,’’ and the economies they help to effect enable millions of 
American Marys and Helens and Ruths to buy two new dresses 
where otherwise they could buy only one. 


G-E research has saved the public from ten to one hundred dollars for 
every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 
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Burning a strand of yarn 
tells you if it’s all wool 


More than ever in 1937 YOUR MONEY GOt 


= en 





Make sure the next car you buy 


has these important features: 


UNISTEEL BODY 


— fused solidly together top, bottom and sides—providing in Body by 
Fisher strength and safety with new style and comfort which glorify 


steel construction. 


KNEE-ACTION 


— the true gliding ride— makes every mile you travel more comfortable 


and assures better control of steering in emergency. 


HYDRAULIC BRAKES 


—improved in design to match the flashing performance of the new 


cars with the safety of smooth and powerfully sure straight-line stops. 


TURRET TOP 


—puts the safety of solid steel over your head in every closed car 
of the General Motors family. 


NO DRAFT VENTILATION 


—keeps the air you breathe healthfully free from drafts and makes 
driving safer by keeping the inside of windshield and windows fog-free. 





IRTHER IN A GENERAL MOTORS CAR 


EVROLET « PONTIAC *« OLDSMOBILE ¢ BUICK * LA SALLE * CADILLAC 
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What's Ahead 
for STEEL Stocks? 


HOW LONG CAN PRESENT RATE OF 
OPERATIONS BE SUSTAINED? 


IS THE STEEL LABOR PROBLEM NEAR 
SOLUTION? 


IS A SLUMP IN STEEL ACTIVITY LIKE- 
LY THIS FALL? 


WILL steel earnings continue to show 

as highly favorable comparisons 
with a year ago as were shown for the 
first quarter? These questions are dis- 
cussed clearly in a special study of the 
Steel situation in the current UNITED 
OPINION Bulletin, naming the several 
steel stocks that, in our belief, have the 
greatest promise over the months just 
ahead. 


Send for Bulletin W. S. 63 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 

















Odd Lots—100 Share Lots 


Odd Lots enable you to diversify 
your holdings and increase margin 
of safety. 

Our booklet explains the many 
advantages offered by Odd Lot 
Trading. Copy furnished on re- 


quest. Ask for M. W. 804 


John Muir& (a 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 

















OPENING AN ACCOUNT —— 


Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(isHou & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 
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CORPORATION 


Convertible Preference Stock, 

$4.25 Series of 1935, Dividend 
A regular quarterly dividend of $1.0614 on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable July 1, 1937, to stockholders of 
record at the close of business on June 5, 
1937. The transfer books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 

A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable July 1, 1937, to 
stockholders of record at the close of business 
June 5, 1937. The transfer books will not close. 
Checks will be mailed. 

JOHN I. SNYDER, Treasurer 
May 20, 1937. 
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American & Foreign Power...........- 

Amer. Power & Light 

Amer. Radiator & S.S 

Amer. Rolling Mill 
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Barnsdall Oil. 141%, 
Beatrice Creamery 18 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 


purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
giving trading 
information. 


**Booklet M,’’ 
and other 


Ask for 
requirements 


J. A. Acostas Go. 


Members 

a York Stock Exchange 

N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 


New York Cocoa Exchange 
60 Beaver St. 


New York 
Phone BOwling Green 9-2380 


A BARGAIN STOCK 
TO BUY NOW 


We have selected a low-priced stock which 
appeals to us as being one of the most 
attractive speculations on the New York 
Stock Exchange. It is selling much below 
its prospective value, we believe; and those 
who buy this stock could make excellent 
profit during coming months. 

The security in question is within the 
reach of all investors. The company has 
greatly improved prospects. Business is ex- 
pected to expand sharply. Earnings should 
pick up substantially. The action of the 
stock indicates higher prices. In short, this 
is truly a bargain stock. 

The name of this stock will be sent you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.” No charge 
—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 622, Chimes Bldg., Syracuse, New York 


20 Public 
Utility Stocks 


List on Request 


Dunscombe & Co. 


Members New York Stock Exchange 


60 Broad Street, New York 






































Newmont Mining 


Corporation 
Dividend No. 35 
Adividend of Seventy five cents per share 
has been declared on the capital stock of 
Newmont Mining Corporation, payable 
June 15, 1937 to stockholders of record 

at the close of business May 29, 1937. 
H. E. DODGE, Secretary 





"A LITTLE DOES A LOT” 


Send for free cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 
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me 


What took the pep out of stocks? 
Did the market signal a real down- 
turn? Or is the long-pull trend 
still upward? Babson’s recent re- 
port gives our plain answer,— and 
recommends nvestment policy. 


Your 
Bond 
Policy 


Recent moves in the market have 
aroused wise investors Have you 
skillfully overhauled your bond 
policy? Have you put your port- 
folio in shape to meet the new 

’ trends? Our report on these ques- 
tions should interest every far- 
sighted investor 


For Copies of the Above 


Without Charge 


write or wire 


Babson s Reports} 


Dept. 20-7.. Babson Park, Mass. 


; Without charge or obligation, i 
| send me copies of the reports you i 
mention. 





. LOEW’S INCORPORATED 


*“*THEATRES EVERYWHERE" 
May 21, 1937 


hm Board of Directors on May 19, 1937 
declared a regular quarterly dividend 
of 50c and an extra dividend of $1.50 per 
share on the Common Stock of this Com- 
pany, payable June 30, 1937 to stockhold- 
ers of record at the close of business on 
June 12, 1937. Checks will be mailed. 

DAVID BERNSTEIN 

Vice-President & Treasurer 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend 
of 50 cents per share and an additional dividend 
of 25 cents per share on the Company’s capital 
stock, payable June 15, 1937, to stockholders of 
record at the close of business on June 1, 1937. 
H. F. J. KNOBLOCH, Treasurer. 
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Price Range of Active Stocks 
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been declared 


UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of $1.00 per share has 
on the Common Stock of said 
Company, payable July ist, 1937, to stockhold- 
ers of record at three o'clock P. M. June 15, 


1937. 
C. H. McHENRY, Secretary. 
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United Gas me. Nee Py en 91/, 191/o 141, 
0 Ee eee 87 40, 1251/4 801, 
U.S. Industrial Alcohol. 50/2 351, 59 311, 
Te OSS ae 2275/2 143/, 6372 21% 
Uno Se eee 17, 91/2 493/e 1637/2 
U.S. Smelting, Ref. & Mining......... 1241/0 9134 10334 721%, 
JS)" eer 5052 271/ 797, 463/ 
IN eho ashy ine aay’ 1191/4 73% 15434, 115% 
JS a ae eee eee 4, 1 7 312 
Vv 
DR oes ca cc ck Ohasssegen:s 21%, 114 305 16%, 
Ww 
MR So - oc wcly p's suis ateide acd ee Neen Sees 123/, 51 
Warner Brothers Pictures.............. 103, 2, 183/g 914 
re OOS eee 77%, 2052 961/2 72% 
} ee SN 6 iv SGess ss 35%, 18 50% 343, 
Elec. & Mfg............ 98%, 325, 15214 94, 
Wie a ee 9%, 3% 11 672 
ES ei ee 6514 51 71 443/, 
Worthington Pump & Mach........... 251%, 113%, 365%, 23%, 
Yellow Tr. & Coach * OER one RSS he 9% 258 23% 8%, 
Youngstown Sh. & | neem 4714 13 87%, 4134, 
UR si oso dnsennssswsiecs ses 14%, 1%, 423/ 111/ 


*Annual Rate—not including extras. 


t Paid last year. 





1937 
High Low 
1614, 125 
72%, 58 
20 96 
161, 11 
69 
20%, 1%, 
245 1734 
3336 24%, 
38% 29%, 
2612 2138 
35 27% 
44 3114 
14%, By, 
941 70 
9814 73% 
413%, 28 
344% 22% 
7% 9% 
22% 17% 
2434, 1414 
38 28%, 
12% 8% 
283, 17%, 
10334, 87 
59% 43%, 
591% 4914 
65% 5514 
5234, 37% 
721, 55% 
243, 17%, 
123, Bi, 
10, Ty, 
291/ 21 
41%, 271% 
58 49 
46 31 
513, 401, 
9532 81 
17% 127%, 
344, 25% 
201%, 161, 
283, 19% 
161, 125%, 
143/ 51%, 
50 40% 
50 42 
76 6312 
21 17%, 
335% 19 
20 13%, 
774 651% 
651% 50% 
AG 35% 
1675/2 1134 
215%, 16% 
28% 211%, 
79 60%, 
4042 333%, 
100% 176% 
111 95 
281%, 23%, 
351% 231% 
91 6934, 
81/4 44 
863, 7 
17 123, 
137 1051 
4352 323%, 
721, 52 
7239 44, 
05 79 
1261, 75 
50 131 
4% 2% 
39%, 26 
183, 1114 
18 1114 
8314 54%, 
5734 41% 
167% 13014, 
121, 83/4, 
6534 44), 
47 321, 
3734 201, 
101% 75% 
40%, 31 


t Paid this year. 
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Pacific Gas and Electric Company 


SAN FRANCISCO, CALIFORNIA 



































The properties of the Company and its subsidiaries constitute an interconnected system, located entirely 
within the State of California and operated by a single management. For the past twenty-five years operations 
have been subject to regulation by the California State Railroad Commission. 


The Company operates electric generating plants having an installed capacity of 1,671,037 horsepower 
and is one of the largest producers and distributors of electricity in the United States. It also ranks among the 
major distributors of natural gas in the country. On March 31, 1937, electric customers numbered 815,201, gas 
customers 574,366 and water and steam customers 11,141. 


In the year ended March 31, 1937, 70.5% of operating revenues were derived from sales of electric energy, 
28.2% from sales of gas, and 1.3% from minor activities. The well diversified character of the Company’s busi- 
ness tends to stabilize earnings and also to permit of economical operation. 


Summary of Consolidated Income and Dividends on Capital Stocks 


12 Months to 12 Months to 
Mar. 31,1937 Mar. 31, 1936 














Gross Revenue (including Miscellaneous Income) ........... 8 Pha srsthle fc o:5 widen bro Bete owen $97,440,690 $93,688,474 
Deduct: 
Maintenance, Operating and Administrative Expenses, Taxes (except Federal Income tax) and 
Provision for Insurance, Casualties, Uncollectible Accounts and Depreciation............ 55,884,845 52,775,950 
oR ESR cr a en ee re $41,555,845 $40,912,524 
Bond Interest and Discount and Other Interest .. .......... 0. ccc ccc eee cee tence eee eeees 14,224,745 14,615,331 
Net Income before provision for Federal Income Tax...............0000 00 ee eeee $27,331,100 $26,297,193 
Provision for Federal Income Tax .......... 00.0 cc ccc ccc cence cee cece eee cece eueeecucueeeeas 1,912,065 1,818,613 
Net Income to Surplus ................ 55 Sau ESSE Eee Rewlnes de san ea seede enews $25,419,035 $24,478,580 
Provision for Gas Revenue in Dispute .............. 00. e ccc cee ee cee ee tec eee teen neues 217,000 2,293,000 
Balance before Dividends ................. cc cece e cece cee cee cece eee cn cenaeeee $25,202,035 $22,185,580 
Dividends of Subsidiaries on Capital Stocks held by public, etc......... 2.66... eee cece eee ee 246,420 413,890 
Remainder—Applicable to Pacific Gas and Electric Company..................... $24,955,615 $21,771,690 
Dividends on Preferred Stock ........... 0c. .ccc ce cee cece cece cee cece eee eee e eens eeuee . 7,708,478 7,707,893 
Remainder—Applicable to Common Stock. ............ 0000s cece cee eee eee e enn $17,247,137 $14,063,797 
Number of Full Shares of Common Stock outstanding at end of period...................4.. a 6,261,269 6,261,254 
Bare Ger SHAS OF GOMIMNGN StOGK so .ssie ins casa o.0s deren ce ctewsaeasewenced besenceeraees $2.75 $2.25 


Summarized Consolidated Balance Sheet—March 31, 1937 


Assets Liabilities 

PHONES BNE FTOBOIIOS, 5 coc os bo cds. Sewas $674,061 ,265 Common Stock in Hands of Public ........... $156,533,925 
Investments (at Cost) ...............2...05. 5,261,285 Preferred Stock in Hands of Public ........... 134,357,525 

Discount and Expense on Capital Stock........ 386,682 Minority Interest in Common Stock and Surplus 
Sinking Funds and Special Deposits........... 1,408,090 GSU MMIAIOS 25:5 5.03 Posen Sate ce nes 133,378 
Current Assets (including $21,292,152 cash).... 35,477,579 Re REGMNRB EN satis. Slaigiemie ts os Hoy A os.c.8s Sete 283,965,000 
Discount and Expense on Funded Debt........ 23,330,504 Current and Accrued Liabilities .............. 20,660,867 
Unexpired Taxes and Other Deferred Charges. . 886,854 Reserve for Depreciation .................... 92,330,952 
MENT TUMORI eg os lao ices sachga a: s asia eS 10,864,371 

Surplus—Capital .................. $924,330 
—Earned .................. 41,041,911 41,966,241 
TST) NOS as acs 5 5 BET ed we es WS $740,812,259 WORMIMEIEBUNNOS ois nese ccae seas bacw $740,812,259 





Board of Directors 


DEES ES MONO ia aibsis's 8 056 sade a iS aa es awRe San Francisco DEV AR OOO Te ie5 ai ssa Gigs SsakwieeO~ eae ate San Francisco i 
PAO AT  CTICKEEV ENG = 6.555 6-006. 06:4 .0:6-600 9:00 008% San Francisco ELCROCTE CG TICOMON,. 6.0 5 5: 6k hace sense aesa New York 
Ue Sie EARS 6100)" 5 cre a San Francisco Norman B. Livermore ........c0cccccees San Francisco 
LIE OS Cl) 7 SER ee ORS a eRe er San Francisco OUGS| TC. DECUMIOSIE i200 6. 5.3 566-0 see bieaenes San Francisco 
FeO IODEONAG” wi5'5.6)o clas ade OE Sie SATS San Francisco SONMUD INICIO a5 5:3 Nise cites 20.8 Se es lee San Francisco 
Pie CM Pela SS dia ce a isd wed wake aioe kobe San Francisco CrOMG. URNON  oi.chicc esas oeaae eames ee San Francisco 
POPNES IE, HOUGTED eissiceis so 8b% 50 abs oer ees New York SHEOLET. SROUNER osc iowls na woe cen ee ensave San Francisco 


A. Emory Wishon, San Francisco 


Copies of Annual Report may be obtained on application to D. H. Foote, Vice-President and Secretary-Treasurer, 245 Market Street, 
San Francisco, Calif. 
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@ The Nauheim baths are known 
on two continents. The cuisine... 
the climate...the magnificent set- 
ting in the heart of the Finger 
Lakes...are alike memorable. 
Hundreds revisit this famous Spa 
every year, for the skilfully-planned 
rest and invigoration which only 
The Glen Springs can give. 


Gren Springs 


HOTEL 
Wm. M. Leffingwell, President 
WATKINS GLEN -NEW YORK 


N. Y. Office: 500 Fifth Avenue - MEdallion 3-5295 












































UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1937, to 
stockholders of record at the close of 
business June 4, 1937. 


ROBERT W. WHITE, Treasurer 

















THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 

E Te) from the Accumulated Surplus 
XI é of the Company a dividend of 
BATTERIES Fifty Cents ($.50) per share, 
on the Common Stock and the 


Preferred Stock, payable June 30, 1937, to 
stockholders of record of both of these classes 
of stock at the close of business on June 9, 
1937. Checks will be mailed. 


Water G. HENDERSON, Treasurer. 
Philadelphia, May 21, 1937. 














Investors Are Consumers 
Consumers Are Investors 


Keep the companies in which you are 
a stockholder busier. Buy their prod- 
ucts. Many of them advertise in The 
Magazine of Wall Street. 











\ 





Public Utilities Today and 
Tomorrow 





(Continued from page 225) 


steadily reduced, the value of the 
service has constantly increased, but 
the percentage of operating revenues 
paid out in taxes has increased until 
today it is more than 4 times what 
it was 35 years ago. The only ques- 
tion is: “How long will these mill- 
stones continue to grind before the 
companies find it no longer possible 
to operate and pay dividends?” 


The Utilities and the Supreme 
Court Issue 


With so much evidence that the 
output of electric power is fast ap- 
proaching a temporary saturation 
point for the private companies and 
that they must find some way of 
squirming out from their position 
between these upper and nether 
millstones of increasing operating 
costs and decreasing revenues per 
kilowatthour, it is interesting to 
note that the Administration’s plan 
for a great, government controlled, 
nation-wide electric utility system is 
about to take concrete form. As this 
is written the Norris plan for divid- 
ing the nation into 8 regional proj- 
ects similar to the Tennessee Valley 
Authority project is ready for Con- 
gress. 

Events leading up to the introduc- 
tion of this measure placed in their 
proper juxtaposition indicate very 
clearly that there is a direct tie-in 
between the Tennessee Valley Au- 
thority, the President’s National 
Power Policy Committee, the plan 
to enlarge the Supreme Court and 
the Norris bill itself. Until recently, 
the T VA has been bedeviled by a 
District Court injunction and sooner 
or later the whole issue of the Gov- 
ernment under no regulation engag- 
ing in the business of producing and 
distributing electric light and power 
in competition with the regulated 
private companies must come before 
the Supreme Court for final adjudi- 
cation. 

There can be but little doubt that 
this scheme for 8 more regional 
power authorities has been in the 
Administration’s eye ever since the 
creation of the Tennessee Valley Au- 
thority. For alleged constitutional 


reasons the new bill has flood cop. 
trol, navigation, reforestation, oj] 
conservation and power develop. 
ment all tied in together just as they 
are in the TVA act. Senator Nor 
ris has had the collaboration of the 
National Power Policy Committee 
and its general counsel, Benjamin 
V. Cohen, in the preparation of the 
bill. The committee was supposed 
to report to the President on a na- 
tional program for electric power 
but it seems to have devoted itself 
entirely to work on the program em- 
bodied in the proposed Norris legis. 
lation. This, then must be the 
national program. 

It must not be forgotten that the 
President himself identified flood 
control with his fight for the bill to 
enlarge the Supreme Court. There 
was much _ speculation when he 
seemed to accuse the Court of block- 
ing flood control and rehabilitation 
of the dust bowl and many people 
wondered just what the Justices had 
done to stop these projects. But 
when flood control is identified with 
power development for the purpose 
of justifying large expenditures of 
public funds to provide facilities 
with which to compete with the pr:- 
vate utilities we get quite a differ. 
ent picture. 

The fact of the matter is that the 
constitutionality of the TVA Act 
—as well as the constitutionality of 
all of the other little T V A’s pro 
vided for by the Norris bill—wil 
revolve around the question of 
whether this particular Government 
activity is primarily for the purpose 
of flood control and navigation im- 
provement with power development 
only incidental or is primarily for 
power development with flood con- 
trol and navigation as_ incidental. 
If the latter there is a good chance 
that the act will be declared uncon- 
stitutional thus washing out the new 
Norris proposal unless—the fight for 
new Justices on the Supreme Court 
bench is won. If it is won the litt 
gation now wending its weary way 
through the courts might well be 
abandoned. If the Administration 
loses the T V A issue will stand & 
chance of being heard on its merits 
and it will not be difficult for the 
utilities to prove that the produc 
tion and distribution of power is the 
primary purpose of not only the 
TVA but of the 7 additional re 
gional authorities. 

But the best thing which has hap- 
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A NEW VOLUME PEAK 
IN ELECTRIC SALES 


SIGNIFICANT of increasing usefulness to the 
territory it serves is the expanding electric sales 


volume of Columbia System operating companies. 


The annual report, recently released by this System, 
shows that sales of electricity during 1936 exceeded 
with a wide margin those of any previous calendar 
year. In kilowatt hours 1,250,982,187 were sold, 
as compared to 1,081,148,147 for 1935. Meanwhile 


electric customers increased from 328,482 to 341,791. 


Many factors have contributed to this growth. Com- 
mercial, industrial and domestic consumers are 
adopting higher standards of lighting. Appliances 
are being used more extensively to save time and 
labor. Factories, locating in the smaller communi- 
ties, tend to increase local employment, resulting in 


greater demand for electric service. 


In each of these developments Columbia System 
participation is active and constructive. By adher- 
ing to traditionally high ideals of public service, its 


subsidiaries keep pace with our national progress. 


* 


COLUMBIA GAS & ELECTRIC 


CORPORATION 
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ASSOCIATED GAS & ELECTRIC SYSTEM 


he ba ER ‘hae J 


One of a Series, "A Five-Year Record” 


A NEW"SERVICE CITY” 
AS BIG AS BUFFALO 


More than 153,500 customers and their families were 
supplied with Associated services for the first time 


during the past five years. 


If they all lived in one spot, they would make a 
city as big as Buffalo, Milwaukee, or San Francisco. 


Of the 1,830,000 total now served, about 58% are 
concentrated in the three important industrial States 
of New York, New Jersey, and Pennsylvania. 


In none of these five years was there a loss in cus- 
tomers. As additional thousands demanded service 
they always found adequate facilities awaiting them, 
although it was hard during these depression years 
to find funds for needed new construction. 





CONSTANT INCREASE 
IN CUSTOMERS SERVED 


EES ee . 1,677,000 
SE ee .- 1,678,000 
1934 eas : : . 1,720,000 
ee Ke eb neh - 1,764,000 
Fer 1,831,000 
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EMANUEL & Co. 


MEMBERS 
NEW YORK STOCK EXCHANGE 
NEW YORK CURB EXCHANGE 


50 PINE STREET, NEW YORK 
TELEPHONE JOHN 4-1400 


PUBLIC UTILITY ~ RAILROAD 
INDUSTRIAL 


BONDS FOR INVESTMENT 


GULF BUILDING THE WALDORF-ASTORIA 6 THROGMORTON 8ST. 
PITTSBURGH NEW YORK LONDON 
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pened to the utilities since the pres. 
ent Administration came into office 
has been: the Norris joint resolution 
introduced in the Senate on May } 
which calls for a new investigatigh 
by the Federal Trade Commission 
of the companies’ alleged propaganda 
directed against Government owner. 
ship and operation. Senator Norris 
had no idea of doing the utilities g 
favor when he presented this rego. 
lution but he did. Senator King 
immediately offered amendments 
which provide for an investigation 
of Government propaganda in fa. 
vor of Government ownership and 
operation. The King amendments 
go much further than this—they 
called for an investigation of “the 
extent to which the Federal Goyv- 
ernment through the TVA, the 
Rural Electrification Administration, 
the Federal Emergency Administra. 
tion, the WP A, and other agencies, 
has issued propaganda and has made 
efforts to influence or control public 
opinion through the expenditure of 
public funds for the purpose of en- 
couraging and increasing the estab- 
lishment, extension, or enlargement 
of municipal or public ownership of 
the means by which electrical energy 
is generated or distributed.” 

It goes on to direct investigation 
of the Government’s propaganda 
against privately owned companies 
and corporations; the extent to 
which organizations have _ been 
formed in various states for the pur 
pose of encouraging and increasing 
public ownership. 

It directs investigation of the 
grants and loans from the Goven- 
ment to various states during the 
last twenty years for the purpose of 
expanding publicly owned _ power 
generation and, finally, it directs in- 
vestigation of the amount by which 
the revenue derived by the Federal 
Government and by the states from 
the taxation of private utilities has 
been decreased during the last ten 
years as a result of the increase iD 
public ownership of utility facilities 
and the amount, if any. by which 
the prices paid by the consumers 0 
electrical energy have been de 
creased during the last ten years a 
a result of the increase in such pub- 
lic ownership. 

If this resolution passes the House 
—and it can hardly fail for the 
House could never explain if it failed 
to pass it—the next Federal Trade 
Commission investigation of public 
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utility propaganda will be some- 
thing quite different from the one 
made some years ago. For the first 
time the public will have an oppor- 
tunity to learn through a govern- 
mental agency (antagonistic to the 
rivate utilities though it may be) 
just what the companies have been 
up against in the fight which the 
Administration has been conducting 
against them. It wil! learn some- 
thing about the fantastic economics 
involved in such projects as the 
TVA and this new regional power 
authority scheme. It will find out 
just what a large number of private 
ndical organizations have been do- 
ing, how much help they have had 
fom Government officials and how 
much help they have been to the 
advocates of public ownership in 
Congress. Not the least interesting 
question which the Commission will 
have to ask is how much of the 
propaganda of these private organi- 
tions has been distributed at the 
expense of the taxpayers by the 
simple expedient of having it in- 
grted in the Congressional Record 
and then sent through the mails free 
by the unlimited use of the frank of 
certain Senators and Congressmen. 
That there will be a great revul- 
sion of public sentiment can hardly 
‘be doubted. And with that change 
in the attitude of the American peo- 
ple there may come an end to Gov- 
emment competition with private 
enterprise. 





Copper Stocks a Buy Again 





(Continued from page 233) 


small, and mining operations are the 
predominant factors in determining 
eammings. Production of other in- 
dustrial metals as well as precious 
metal recoveries are also an impor- 
tant factor in earnings calculations 
for these companies. Cerro de Pasco, 
for instance, obtains at least as 
much income from sales of lead, 
tine and silver as from copper over 
4 period of years, and has consider- 
able elasticity in its mining and mill- 
ing Operations which permits it to 
step up production of those products 
that command the best prices at any 
given time. Anaconda is an impor- 
lant zine producer. Precious metal 
lecoveries are an important factor 
m the earnings of Magma Copper, 
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Symbol of the 
Radio Age... 





Music drama, news, laughter... messages across 
oceans and mountain ranges...directions to mariners 
at sea...whenever electric images of sound travel 
through space, their passage has been facilitated by 
the research and technology of RCA. 

Each individual phase of radio is represented by 
an RCA service that is a specialist in that particular 
field. Each of these services does better work in its 
own line for the fact that it freely taps the knowl- 
edge and experience of all the other RCA services. 

In this fast-moving radio age, merchants, broad- 
casters, and advertisers who associate their interests 
with RCA products or facilities automatically partici- 
pate in every modern development of the radio att. 


Radio Corporation of America 


RCA Building, New York 


Radiomarine Corporation of America « RCA Institutes, Inc. 
RCA Manufacturing Company, Inc. (RCA Victor products) 
National Broadcasting Company e RCA Communications, Inc. 


RCA PRESENTS THE “MAGIC KEY” EVERY SUNDAY, 2 TO 3 P. M., E. D. T., 


ON COMPLETE NBC BLUE NETWORK 











Phelps-Dodge and for some proper- 
ties of Kennecott such as the Utah 
and Nevada mines. Such recoveries 
are usually credited to production 
costs of the primary industrial metal, 
however, and figure in the accounts 
only as an element of lowering pro- 
duction costs. 

The last column tabulated gives 
an estimate of earnings on 1936 
metal sales and 14-cent copper. It 
is a theoretical figure, calculated on 
two known factors and providing an 
interesting basis of comparison for 
the various companies. As an esti- 
mate of probable 1937 earnings, 






these figures would be ultra-con- 
servative, since production has in- 
creased very substantially during the 
past six to nine months, particularly 
in the case of the higher cost pro- 
ducers such as Inspiration and 
Miami, which did not begin to step 
up operations until the latter part 
of the past year and now are under- 
stood to be working at close to 
capacity. 

The marginal producers of this 
type have equally wide potentialities 
for earnings expansion, however, be- 
cause of the fact that their maxi- 
mum output per share is comparable 





















Consistent 


RATE REDUCTIONS 


and PUBLIC POLICY 


Our alm is to give our customers the best utility 
service at the lowest possible cost. Here is the record 
of successive rate reductions in the past seven years! 















RATE REDUCTIONS 


ANNUAL SAVINGS 


$ 225,600 
. 9,239,000 
10,422,600 
. 10,832,100 
. 11,605,200 
23,966,500 
.. .* 32,338,200 










*SAVINGS TO OUR CUSTOMERS IN 1937 


$32,338,200 


1930 ...$ 225,600.. 
| 1931 9,013,400 . 
) 1932 1,183,600... 
ee ie 409,500... 
| ae 773,100 . 
{ 1935 12,361,300... 
f 1936-7... 8,371,700 
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HUS, our electric and gas 
customers in New York 
City and Westchester are saving 
$32,338,200 in 1937, compared 
with what they would have paid 
in 1929. 
Although the record is clear, 








CONSOLIDATED EDISON COMPANY 
OF NEW YORK, INC. 


AND AFFILIATED COMPANIES 
Electric, Gas,and Steam Service for Business and the Home 


we have tried to make certain 
that the public knows it as well. 
For this or any company, the 
policy of “letting others know” 
is often as essential to satis- 
factory progress as the matter 
itself. 
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to that of the larger low-cost produc. 
ers. Once the break even point has 
been passed, increased copper prices 
result in just as rapid per share 
earnings expansion as that of the 
larger companies. With the share 
of these companies available at 
considerable discount, one buys such 
potentialities at a relatively lowe 
cost. Obviously the high-cost py. 
ducers occupy a much more specula. 
tive position, particularly under rm. 
cent conditions when prices wer 
under pressure. The low-cost pro. 
ducers on the other hand are leg 
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dependent upon copper prices and 
could make a satisfactory earning 
showing if the price of the red metal 
were stabilized between 12 and 14 
cents a pound. 

In the final analysis, the physical 
consumption of copper is the most 
important determining factor in the 
earnings outlook of the copper com- 
panies and in the market prospects 
for their shares. During 1936 
domestic consumption aggregated 
about 765,000 tons, an increase of 4 
per cent from 1935 and a gain if 
about 130 per cent as compared with 
the 1932 low. The rate of increase 
in use of copper has continued with- 
out interruption during the first 
four months of 1937 and if the sur- 
prisingly favorable rate of consump- 
tion apparent in the April statistics 
is maintained over the balance of the 
year, the industry will have achieved 
a new high record for all time. 
Meanwhile both world and domestic 
stocks of the metal have receded. 

The latest figures on monthly 7 
of copper throughout the world i- 
dicate an annual consumption of 
about 2,600,000 tons, with domestic 
consumption now representing wel 
over half of the world total as con- 
pared with a bare one-third of worl 
consumption at the beginning of the 
past year. During 1936, a little 
more than half of the total consump 
tion of refined copper went into elec: 
trical manufactures, building, auto 
mobiles, exports, electric refrigert 
tors and air-conditioning industries 
With the probable exception of the 
auto industry, all of these leading 
outlets have potential expansion 01 
further general business recovery. 

Use of copper by the public utility 
industry holds considerably undet 
the levels of previous periods of pros 
perity due largely to political and 
legislative uncertainties which havé 
discouraged expansion of _ plant 
equipment for this industry. It 
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qeasing power demands will ulti- 
nately force such expansion in both 
generating and distributing facilities, 
qhether by private companies or 
federal or local political agencies. 
(larification of this situation would 
ie distinctly bullish for the copper 
companies, in view of probable fresh 
demands for the red metal. Factors 
in the demand side of the picture 
appear to be definitely favorable, 
however, without dependence on any 
nearby clarification of utility uncer- 


tainties. 








What Would an All-Cash 
Market Be Like? 





(Continued from page 211) 


itand actually there might be less 
chiseling than one would think. In 
any event, whether or not the banks 
lent freely on securities, whether the 
loans were for business purposes or 
not, they would not favor a trader’s 
business with its day-to-day switch- 
ing of collateral. Today, it is gen- 
eral practice in connection with loans 
on securities to individuals to per- 
mit some change in the collateral 
ever the life of the loan, but it is 














to be doubted whether a local bank 
assume duties paralleling those of a 
broker's margin department. 

Hence, it seems certain that the 
general effect of any move that 
forced the stock trader to negotiate 
his own loans would greatly restrict 
his activities: he would be forced 
to take positions for longer periods 
of time and would, therefore, be 
freed willy-nilly into the attitude 
ofinvestor. If this could be achieved 
without offsetting adverse effects, 
the present authorities in Washing- 
ton would be pleased with what had 
been brought about. Nevertheless, 
anything which is done to curb trad- 
ing must make for thinner markets, 
with wide spreads between bid and 
asked and inevitable volatility of 
movement both ways. Such markets 
obviously are dangerous markets. 
The cash buyer, it is to be remem- 
hered, is less prone to take on addi- 
tial securities during a decline 
than is the trader and this is a 
cushion that will be missed. On the 
other hand, the point was made not 
lng ago by a spokesman for the 
Securities & Exchange Commission 
that the active trading markets of 
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gically located refineries. . 








BE SURE WITH PURE 





@ To thousands of motorists throughout 32 states the blue and 
white PURE sign, and Pure’s attractive English cottage-type 
station, are symbols of quality automotive products. Back of 
them is a completely integrated company with 5,000 produc- 
tion wells, located in nine states. . 
. a well-balanced water, pipe line, 
railway transportation system. Quality is controlled from oil 
wells to service stations. Industrial buyers, too, rely upon Pure 
Oil for quality lubricants, scientifically applied. 


THE PURE OIL COMPANY: U.S. A. 


. seven modern and strate- 














the past actually lacked much of 


the strength they seemed to possess, 
for the reason that speculation threw 
its weight on the already over-bur- 
dened side of the market. We are 
willing to agree that a rip-snorting 
bull market at a time of an upward 
surge gives an appearance of more 
true liquidity than it will be found 
to possess on subsequent declines. 
Even so, it would seem that there 
were a firm foundation, for the gen- 
eral belief that S E C regulation has 


made for “thin” markets and that 
“thin” markets are dangerous. 
Summing up in conclusion, it may 
be said that forcing securities onto 
a cash basis, or any material tight- 
ening of margins, would bring about 
a decline in prices. Any such decline, 
however, should be of a temporary 
nature, with prices quickly recover- 
ing all of or even more than, the 
ground lost. Permanently we should 
have markets still thinner and there- 
fore more erratic than those of today. 
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Foreign Money in Our 
Market 





(Continued from page 215) 


pressed concern over the heavy in- 
ward movement and the fact that it 
is known to have been studying pos- 
sible safeguards have contributed to 
that doubt. Misgivings as to the 
possible inflationary consequences of 
mounting gold production, at pre- 
vailing prices, emanating from the 
Bank for International Settlements. 
has contributed to it. No doubt also 
European bearishness on gold has 
naturally been intensified by the re- 
cent spectacle of severe decline in 
gold-mining stocks in the London 
and Canadian markets. The specula- 
tive boom in gold shares, precipi- 
tated when Britain abandoned the 
gold standard and greatly intensified 
when the dollar was depreciated, was 
the backbone of the London bull 
market. To what extent the break 
in British and Canadian gold shares 
represents simply a normal penalty 
for speculative excess and change of 
European opinion as to the outlook 
for gold, it is manifestly impossible 
to say. 

Whether correct in its reasoning 
or not, the fact can not be over- 
looked that in considerable propor- 
tion the movement of gold io this 
country in recent months represents 
a flight out of gold into the dollar. 
To a lesser extent, in the degree that 
dehoarded gold is being bought for 
official British account, there is also 
something of a flight out of gold 
into sterling. Here we have the re- 
verse of the situation a few years 
ago when there was a general flight 
out of currencies to gold. Naturally, 
such movement will be into ihe two 
currencies regarded as the safest in 
the world: first, the dollar; second, 
sterling. 

This phase of the nervous scurry- 
ing around of “hot money” that has 
been a disturbing element in the 
world picture during recent vears is 
especially dangerous in its psycho- 
logical potentialities. A flight from 
currency to gold tends to generate 
its own momentum until the causa- 
tive uncertainty is removed or re- 
lieved. A flight from gold back into 
currency can work in much the same 
fashion as long as owners of gold 
fear possible loss. Whether the un- 
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certainty will subside as the Treas- 
ury continues to take gold at $35 
an ounce week after week remains 
to be seen. There is no reason to 
assume that any kind of restrictive 
action is likely in the near future. 
In our present setting there is no 
danger that further imports will 
touch off a run-away credit boom, 
partly because the incoming gold is 
sterilized in the Treasury’s inactive 
account but also because such infla- 
tionary psychology as existed here a 
few months ago has been smothered 
hy security and commodity reaction. 


The crux of the Treasury’s dis- 
like for taking huge additional 
amounts of foreign gold is that it 
must borrow money with which to 
pay for the metal that is carried in 
dead storage, serving no useful pur- 
pose, while interest on the borrowed 
funds and costs of storage run on. 
Nevertheless. there is no reason to 
suppose the Government will not 
bide its time, hoping that — with 
Britain again buying large amounts 
of gold—the flow will before long 
taper off. Just how long it will be 
willing to take gold at the terrific 
rate of the past three months, no- 
body outside of the Treasury can 
guess. Continuation of the recent 
rate of inflow would mean that by 
June 30, after little more than six 
months of the expedient of steri- 
lizing gold imports, the Treasury 
would have upward of $1,000,000,000 
tied up in this venture. 

Recent foreign liquidation — of 
American securities probably can be 
regarded as of only transient signifi- 
cance. With London’s commodity 
boom exploded, the London stock 
market declining and our stock mar- 
ket heading into a long deferred in- 
termediate reaction, the fact that 
many foreigners either desired or 
were forced to begin letting go of 
some of their American stocks sev- 
eral weeks ago is not surprising. Due 
to the severity of this temporary 
shock, it is quite likely that foreign 
demand for our securities will not 
recover to former peak proportions 
for some time. For the same reason, 
American speculative and _ invest- 
ment demand will not suddenly as- 
sume former proportions; and just 
as Americans are a bit doubtful 
whether our business activity and 
profits during the second half of the 
year will equal those of the first 
half, so are European investors and 
speculators. Only a tiny fraction of 


foreign holdings of our securities has 
been liquidated. The major part of 
foreign investments here—like oy 
even greater investments abroad— 
are either non-mobile or are genuine 
long-term investments. With respect 
to safety of, return on and profit 
from capital, the United States up. 
questionably remains the best bet 
in the world, with Great Britain sec. 
ond. As long as this remains the 
fact, there will be no reversal of 
the broad capital movement that for 
some time has favored this country, 
What now concerns us, in relation 
to the outlook for the stock market, 
is not fear of heavy foreign with. 
drawals, but the question of future 
support in the form of foreign de. 
mand. Both because fears of Euro- 
pean war have to some extent ‘et 
creased and because our economic 
recovery is increasingly an accom- 
plished fact, it is doubtful that for. 
eign demand for our stocks over the 
next two years will equal that of 
the past two years. It is not com- 
monly realized that depression here 
was much deeper than in most for- 
eign countries, especially Great Brit- 
ain, and that regardless of dollar 
devaluation, stock prices here ona 
gold basis represented bargains from 

















the foreign point of view in 1934 must r 
and 1935. — 
. ptrade | 
All domestic factors, however, in Ff), age 
cluding New Deal objective, pout F.4,j.. 
to further economic expansion, fe Fy). ; 
gardless of any intermediate set: preciat 
back during coming months. The fi. . 
potentiality remains greater that Fyajieg 
can be seen in any European cout: Ff, j; ;. 
try. On the other side of the picture, Fy oa, 
the possibility of a general European Fis the 
war has certainly not been com — Whe. 
pletely eliminated, and the underly Fooung 
ing European economic and nation Frese ; 
alistic frictions are as sharp as eVél. Brents 
Therefore, following the present I United 
terlude in which foreign capital ! Bpatica] 
tending to go into New York: bank Frountey 
balances rather more than into se Bjpster: 
curities, it appears likely that the brate di 
total stake of foreign capital in this ihe dol 
country is likely to grow larger be Bhave t 
fore it moves in the other direction, Fisfety, 
although at a more moderate pact Bi as . 
than during the past several years. Bates 
Among many bankers, business Binto ac 
men and other students of interna low m 
tional monetary developments there the fray 
is a conviction that the dollar 1s Bult in 
undervalued both in terms of gold French 
and even more certainly in terms of Preighec 
sterling and French francs. That French 
UNE 5 
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A 
HALF-CENTURY 
OF 
EDISON SERVICE 


M@ In the 100th anniversary year of 
Chicago’s existence as a chartered city, 
its electric light and power utility—the 
Commonwealth Edison Company— 
reaches its 50th birthday. The rapid 
growth of Chicago in the last 50 years 
has been paralleled by a development 
of electrical resources that represents a 
constructive contribution to community 






The greatest growth of the city and 
the Company, however, has occurred 
since the turn of the century. The popu- 
lation of Chicago has doubled since 1900. 
In this same period the number of the 
Company’s electric customers increased 
60 times, and their annual use of elec- 
tricity increased 140 times. 

The same progressive pioneering spirit 
that has characterized Chicago’s history 
as a city has been a dominant factor in 
assuring adequate, reliable electric service 
at low cost. The same broad foundation 
of diversified industrial and commercial 
activities that has stimulated Chicago’s 
uninterrupted progress contributes to 
the operating and financial strength of 
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its electric service company. 


COMMONWEALTH EDISON COMPANY 


72 West Adams Street, Chicago, Illinois 


























must remain a matter of opinion. It 
isnot proven by the merchandise 
trade balance, which happens now to 
be against us. The sterling-dollar 
rate is not importantly different from 
what it was before both nations de- 
preciated their currencies. There- 
fore, either the dollar was under- 
valued, in terms of sterling, in 1929; 
or it is now under-valued as a result 
df changes in the relative positions 
of the two nations since 1929. 
Whether a $4.70 pound or a $4.60 


pound or a $4.50 pound would re- 
verse the capital and gold move- 
ments as between Britain and the 
United States is somewhat proble- 
matical, assuming this country would 
countenance such a change ir dol- 
u-sterling rate. Against any mod- 
trate depreciation of sterling against 
the dollar, the Britisher would still 
nave to weigh British potentials of 
tafety, yield and profit on his capi- 
lal as against those in the United 





lates and will still have to take 
to account the possibility of war. 
low much further depreciation of 





he franc would be required to re- 
ult in large scale repatriation of 


tench capital, when the profit be 


Neighed against war dangers and the 


tench capitalist’s distaste for the 
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Socialistic drift of his present gov- 
ernment? This writer does not know, 
but it would probably have to be 
plenty. 

No doubt any depreciation of ster- 
ling below the traditional rate of ap- 
proximately $4.86 would be loudly 
opposed by our political inflationists. 
Everybody remembers the relentless 
deflation of our commodity prices 
in 1931 and 1932, largely due to 
depreciation of the pound. Actually, 
there is no true analogy. At that 
time we were burdened with huge 
surpluses of goods, the setting was 
one of world-wide deflation and the 
pound fell to $3.1414. To arguc that 
because of what happened then our 
price structure and world trade posi- 
tion could not now stand up under 
the impact of a $4.60 pound or a 
$4.50 pound does not make sense, 
in this writer’s view. Whether it 
would right the world’s troubles and 
whether our politicos would permit 
it is something else again. 

The chances are that had Mr. 
Roosevelt in 1933 been able to gaze 
into the crystal ball and see what 
the situation would be in 1937, he 
probably would not have depreciated 
the dollar by 40 per cent. Maybe he 
would have stopped at 30 per cent 







or maybe he would have left our 
currency without definitely fixed 
gold content, as have the British— 
in which case the conservatives 
would have yowled their heads off 
about monetary uncertainty! 

Unfortunately, in the delicate 
business of monetary management, 
efforts to rectify mistakes can do 
more harm than the mistakes. A 
scrambled egg is not easily un- 
scrambled, to put it mildly. Enough 
said. Messrs. Roosevelt and Mor- 
genthau will probably continue their 
studies of the “hot money” puzzle 
for some time to come. 





THE BELL TELEPHONE 
COMPANY OF CANADA 


2 a . 
Notice of Dividend 
. . 7 
A dividend of two per cent (2%) has been 
declared payable on the 15th day of July, 1937, 
to shareholders of record at the close of busi- 
ness on the 23rd of June, 1937. 
F. G. WEBBER, 
Secretary. 
Montreal, May 26, 1937. 





ANACONDA COPPER MINING CO. 
25 Broadway 
New York, May 27, 1937. 
DIVIDEND No. 118 
The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50 per share, pay- 
able June 28th, 1937, to holders of such shares 
of record at the close of business at 3 o’clock 
P.M., on June 7th, 1937. 
D. B. HENNESSY, Secretary. 
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(Continued from page 247) 


having thus fortified its position, it 
would be reasonable to look for more 
generous dividend disbursements to 
the common stockholders. The trade 
outlook is definitely favorable we 
believe. The company has outstand- 
ing at this time only about 250,000 
shares of common stock, and we do 
not find it likely that the split, 
which will multiply the number of 
shares by three, constitutes any 
threat marketwise. On the con- 
trary, we would be inclined to re- 
gard it as a constructive develop- 
ment. 





Collins & Aikman Corp. 


Last February I read your comment on 
Collins & Aikman with great interest. Now, 
with the market generally lower, I am think- 
ing of buying some of this stock, but first 
I would like to have your current views on 
its outlook from here—P. J. B., Baltimore, 
Md. 


We remain of the opinion that the 
shares of Collins & Aikman Corp. at 
existing price levels have speculative 
profit possibilities. On a share earn- 
ings basis they can hardly be con- 
sidered over-priced. The report for 
the fiscal year ending February 27, 
1937, revealed a net income very 
nearly $5,000,000, equal after sur- 
tax to $8.16 a share on the outstand- 
ing common stock, comparing with 
$6.28 a share from operations in the 
preceding fiscal year. Financial 
status is strong. Bulk of the earn- 
ings rests upon its ability to continue 
supplying the automobile manufac- 
turers with upholstery fabrics, in 
which field the company is and has 
been for a number of years. strongly 
entrenched. An important source, 
however, is the sale to furniture 
manufacturers of upholstery fabrics. 
Inventory (mohair and cotton) price 
changes, fluctuations in operating 
expenses, labor costs, etc., and the 
large dependence upon a single in- 
dustrial field as an outlet for its 
products, constitute speculative ele- 
ments in the situation; but the com- 
pany faces a rather encouraging 
prospect at this time and appears 
well fortified both from a trade and 
a financial standpoint, to counteract 
any adverse trends which appear 
hkely. In this situation we believe 
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the favorable factors predominate 
and that the shares offer interesting 
speculative possibilities at current 
quotations. 





Socony-Vacuum Oil Co., Inc. 


Socony-Vacuum shares have not shown 
the market progress made by many other 
oi! stocks in the past year. On the basis of 
its increasing earnings I think it should do 
better. Would you advise its purchase at 
today’s prices?—A. Y., Louisville, Ky. 


Socony-Vacuum is in a favorable 
trade position. serving thirty-six 
states including the important New 
York and New England areas. In 
addition, the company’s activities 
account for approximately 1214% 
of all foreign petroleum trade. The 
company has been expanding its 
crude oil production facilities, there- 
by decreasing the proportion of 
crude oil purchased for its refining 
requirements. Progress has also 
been made in effecting a substantial 
reduction in the company’s funded 
indebtedness and fixed charges. Net 
income last vear was equivalent to 
$1.38 a share on the 31,151,071 
shares outstanding as compared with 
72 cents per share earned in 1935. 
Because of improved sales prospects 
as well as the relative stability in 
the price structure of petroleum 
products. Socony-Vacuum appears 
to be in a position to continue the 
uptrend in earnings. As compared 
with many other oil stocks, this 
issue tends to be more stable, not 
only because of the large number of 
shares outstanding but also due to 
the fact that the company produces 
only about one-half its crude oil re- 
quirements. However, crude re- 
serves are being steadily expanded 
and we are of the opinion that mod- 
erate commitments in the issue at 
this point are worthy of considera- 
tion. 


Union Carbide & Carbon Corp. 


In view of the considerable advance in 
Union Carbide over the past few years, and 
then its poor showing recently, I am won- 
dering to what extent its possibilities are 
anticipated in current prices? Is continued 
improvement in order?—J. J. W., New 
Haven, Conn. 


In the recent general market de- 
cline, we should judge that the 
shares of Union Carbide & Carbon 
Corp. acted very well, and would in 
fact judge by that action that the 


stock is well placed in the hang 
of those who recognize its merits 
and its future possibilities. The ree. 
ord, the financial status and the 
sound trade position entitle the 
shares of Union Carbide to prefer. 
ential corsideration by those inter. 
ested in the major long term fayop. 
able possibilities presented. The 
products of this company are 
fundamentally a part of industry, 
and the results accomplished by the 
active research division of this com. 
pany in past years are so fai-reach. 
ing, that they argue rather convine. 
ingly for the future prospects. While 
the production and sale of oxygen, 
acetylene and other industrial gasses 
is probably the most important 
source of income, the company has 
developed numerous organic cheni- 
cals, the possible future uses for 
which seem practically unlimited. 
The company also is heavily inter. 
ested in the production of ferro- 
alloys used in producing steel alloys, 
the demand for which is expanding. 
There is, of course, also its strongly 
entrenched position in the carbon 
products division, principally dry 
cell batteries, illuminating carbons 
and allied products. Each depart- 
ment presents encouraging pros 
pects and we look for continuance in 
the uptrend of the earnings reported 
by this company, in the future. 





Westinghouse Electric & Mfg. Co. 


With Westinghouse Electric selling back 
around its low for the year, I am wonder. 
ing if this is only because of the thin mur- 
ket in this stock, or if the current prices 
more nearly reflect summer and fall bus- 
ness? Shall I continue to hold shares bought 
at 9414°—L. S., Seattle, Wash. 


On the basis of the evidence thu 
far demonstrated, we would attr: 
bute the reaction in the market for 
the shares of Westinghouse Electne 
& Mfg. Co. rather to weaknesses 
accounting for the decline through 
out the market generally, than to 
any weakness peculiar to this issue. 
Thus far there is no evidence t 
indicate a decline either in the vol 
ume of business or in the carning 
power of this company during the 
coming summer and fall months 


No slackening of the uptrend in vol f 


ume is apparent in the latest report 
issued covering the first quarter 
showing an increase of 73% in 0 
ders booked over the first quarte 
of 1936. In this respect a new record 
was established. The full benefit d 


When doing business with our adve?tisers kindly mention THE MAGAZINE OF WALL STREET 


7 








A 


0" 
wf 


not en 
siderec 


Every 

outstar 
The Cc 
industr 
hold u 


This U 
popula 
be foll 
vative 

propor 


Capita 
of the: 


You 


star 


FRE 


Air | 
deliy 
spec 
ice i 
such 
State 
read 
expe 





JUNE | 








hanas 
merits 
he ree. 
1d the 
le the 
prefer. 
- Inter. 
favor. 

The 
ATE § 
lustry, 
by the 
: com- 
reach- 
nvine- 
While 
xygen, 
gasses 
ortant 
y has 
‘hemi- 
25 for 
mited, 
inter- 
ferro- 
illoys, 
ding. 
‘ongly 
arbon 
diy 
rbons 
‘part: 
pros- 
ice in 
orted 


> 


. Co, 
~ back 


onder- 
, mar 
prices 

busi- 
ought 


thus 
attri: 
t for 
actric 
esses 
ugh 
n to 
issue, 
e to 
vol- 
ning 
- the 
nths. 
vol- 
-port 
ter. 
) oF 
arter 
cord 
it of 








NLY listed common stocks, averaging under 25... . 

with a maximum of but 5 stocks carried at any time 
... form this program. Moderate price alone, however, is 
not enough. On account of this very factor, all issues con- 
sidered have to pass a rigorous test. 


Every stock approved must show a sound capital structure, 
outstanding earnings prospects, and enjoy a broad market. 
The company must be ably managed and represent an 
industry that is forging ahead. Above all, the issue must 
hold unusual near-term profit possibilities. 


A Popular Program 


This Unusual Opportunities program is one of the most 
popular provided by THE FORECAST. With $750, it may 
be followed in 10 share lots on 60% margin... 
Of course, with a larger amount you may 


a conser- 
vative basis. 
proportionately increase your operating unit. 


Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 






An Opportune Situation for 


BUILDING CAPITAL 


Exceptionally good trading profit possibilities are now 
offered in our Unusual Opportunities Program which 


concentrates in Low-Priced Common Stocks. 


Three months ago many stocks were available that met all 
Unusual Opportunity qualifications except one: They were 
selling above our price limit. During the recent market 
decline, however, these issues have been re-analyzed. From 
this new group our recommendations are being made. 
Now, temporarily quoted under 25, in an over-sold position, 
these stocks should shortly rebound into the 30-40 price 
range. 


4 Stocks Selected 


Four such stocks .. . averaging under 25 . . . are now being 
recommended. They will be sent you immediately on re- 
ceipt of your FORECAST subscription. 


Commitments will then be kept under our continuous su- 
pervision and we shall advise you . . . by telegram or by 


mail . . . when to close them out and make replacements. 


Mail the coupon below to take an advantageous position 
in these four Unusual Opportunities. The sizable units which 
you may purchase should quickly enable you to recover 
losses and secure substantial profits. 
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this substantial increase in orders 
was not reflected in the earnings 
statement for that quarter, the ac- 
tual sales billed showing an increase 
of only 37% due to the normal lag 
following the receipt of the business 
and the delivery. Therefore, the in- 
crease will be spread over the com- 
ing quarterly reports during 1937. 
Nevertheless, the statement for the 
first quarter of 1936 did show a net 
income in excess of $5,300,000 ($2 
a share) comparing with a net of 
about $3,700,000 for the correspond- 
ing 1936 quarterly period, which was 
equal to $1.40 a share. Current in- 
dications suggest the likelihood of 
further substantial increases in busi- 
ness volume and in consequence— 
earning power—to be reported dur- 
ing the coming months of the year 
1937. Westinghouse, one of the old- 
est, is soundly established in all 
branches of the industry, in a posi- 
tion to draw its new business from 
further revival in the demand for 
industrial apparatus, electrical and 
light equipment, household appli- 


- ances and further extension of the 


gains registered in building and con- 
struction activity. Westinghouse 
numbers among its production ac- 
tivities over three thousand items, 
both mechanical and electrical. This 
provides for the company wide di- 
versification and permits it to par- 
ticipate in practically any wide- 
spread general business improve- 
ment. We would conclude that the 
shares have attraction at current 
quotations and should be retained. 


Borden Co. 


What, in your opinion, has been holding 
Borden Co. back? Its 1936 net was the 
greatest in five years, and first-quarter earn- 
ings were ahead of last year’s. Do you look 
for any improvement in the coming months? 
Are you counselling further holding of shares 
bought at 20?—E. P. P., Newark, N. J. 


By virtue of increasing efficiency 
and reduction of costs, Borden Co. 
was able to report earnings of one- 
ninth of a cent per quart of fluid 
milk sold in 1936. Only 11% of the 
earnings were derived from fluid 
milk, however, and the remaining 
89 per cent was garnered from 
some forty other milk and non-milk 
products. Among these are _ice- 
cream, butter, cheese, casein, con- 
densed milk, malted milk, baby 
foods and poultry products. A prob- 
lem as yet not wholly settled in a 


satisfactory way is presented in an 
apparent heavy production of milk 
and the resistance by dairymen 
against a lower price level. This 
applies particularly to the distribu- 
tion of fluid milk, but improvement 
in the other lines is expected to 
counteract the effect of such condi- 
tions. The president of the company 
stated at the annual meeting that 
sales and earnings in the first quar- 
ter were ahead of a year ago. With 
earnings equivalent to $1.80 per 
share last year, and on the basis of 
the present dividend rate of $1.60 
per share, the stock naturally ap- 
peals to conservative-minded invest- 
ors who desire an ample return com- 
bined with relative market stability. 
The financial position of the com- 
pany continues to be comfortably 
strong and any earnings improve- 
ment would accrue directly to com- 
mon stock inasmuch as the company 
has no preferred stock nor funded 
indebtedness. Earnings in the cur- 
rent year are expected to record a 
modest improvement over those of 
last year. We suggest retention of 
holdings at present levels. 





Chicago Pneumatic Tool Co. 





(Continued from page 237) 


be possible to show around $2.75 to 
$3 a share earned for the common 
stock this year. 

Chicago Pneumatic Tool, as its 
name implies, manufactures pneu- 
matic tools primarily, but output is 
diversified to include bits, hammers, 
air compressors, and diesel and semi- 
diesel motors for the operation of 
compressors. Also the company pro- 
duces many electrically powered 
tools. These products normally are 
extensively employed in structural 
steel operations, boiler making, ship- 
building, mining, quarrying, and 
road building. In the automobile 
industry, they are used principally 
in painting and polishing operations. 
Products are distributed throughout 
the world and in addition to four 
domestic plants, factories are oper- 
ated in Canada, Scotland and Ger- 


many. 
Sales are obviously sensitive to in- 
dustrial activity; manufacturing 


costs and overhead are sizable; and 
a large investment in inventory is 
required. Last year inventory was 


turned over about 1.3 times and jp 
1935 about once. Withal, however, 
the company came through the de. 
pression with aggregate losses of less 
than $1,500,000 and finances were 
husbanded by the cessation of pre- 
ference dividends. 

The common shares must be clas- 
sified as a “fair weather” specula- 
tion, but the possibility that the 
company’s cycle of earnings recov- 
ery will continue upward for some 
months to come appears sufficiently 
assured at this time to suggest that 
the shares, at recent levels around 
25, are a promising candidate for 
speculative funds. Successful con- 
summation of the recapitalization 
plan would probably be followed by 
the resumption of common divi- 


dends. 





Earnings Come Back to 
Southern Pacific 





(Continued from page 219) 


been made of the many and varied 
interests of a non-railroading nature 
owned by Southern Pacific. In fact 
a critic might validly regard these 
interests as too extensive, represent- 
ing too large a portion of invested 
assets, inasmuch as many of them 
contribute nothing to earnings. Last 
vear the Transportation System re 
ported net income of $14,503,330, 
but the net deficit of wholly owned 
affiliated companies amounted to 
$3,341,373, reducing consolidated net 
to $11,161,957. In defence of these 
non-profitable affiliates, however, it 
may be said that many of them are 
currently valuable as feeder lines, 
while others may be credited with 
considerable potential value. 

The company’s investments in the 
stocks and bonds of companies not 
wholly owned or affiliated have been 
an important source of revenue. The 
most valuable of these has been the 
50 per cent ownership of the Pacific 
Fruit Express stock, the other half 
being owned by Union Pacific. For 
many years dividends from this in- 
vestment have accounted for a sub- 
stantial portion of non-operating 
income. Last year total “other in- 
come” of Southern Pacific declined 
$1,859,382, reflecting principally 
$3,969,853 lower dividend income 
resulting from a decrease in the 
Pacific Fruit Express dividend. It 
appears unlikely that income from 
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THE BALTIMORE AND 





SUMMARY OF ANNUAL REPORT FOR YEAR 1936 


HE Annual Report of the President and Directors for the year 1936 is being mailed to Stockholders of record. Operat- 
ing results and other matters of interest are summarized as follows: 


OHIO RAILROAD CO. 








Total Railway Operating Revenues........... si 
Total Railway Operating Expenses...... ree 


Net Operating Revenue....... ie tiewecsus SeSeee 
Railway Tax Accruals 
Equipment and Joint Facility Rents.... 


Net Railway Operating Income......... Balan ete 
Other Income: Dividends, Interest, etc..........e000-- 


Income Available for Fixed Charges........... 
Fixed Charges: Interest, Rent for Leased Roads and 


Net Income After Depreciation................-. 
D—Denotes Decrease. 


CONDENSED INCOME ACCOUNT 


Year 1936 Increase Over 1935 
Pe are ee aeeat marie ee $168,992,680.63 $27,149,416.98 
Halpintene sas se elcesales, LaOOU many 18,046,342.48 
Aue ae Giles Mes terete $45,392,347.49 $9,103,074.50 
See aR, Pee 10,222,321.63 2,989,585.57 
RNR NT ore 4,984,720.57 113,167.06 
Maids hissiclorrae esta $30,185,305.29 $6,000,321.87 
Sue Ie oa Sate eaistee 7,246,694.19 1,673,866.54 
aenacars eeu ke ie Tods .. $37,431,999.48 $7,674,188.41 
Other Charges. 32,893,024.36 D 45,695.35 
Ses eehou -$4,538,975.12 $7,719,883.76 























REVIEW OF OPERATIONS 
Operating revenues increased $27,149,416.98, or 19.14% over 
1935. Freight revenue increased $25,030,467.69, or 20.39%, while 
revenue tons increased 23.38%. Passenger revenue increased $1,- 
293,928.99, or 13.08%, and the passenger miles increased 20.42%. 
The increase in passenger traffic is due in part to the increase in 
business activity and to reduction in fares on June 1, 1936. Other 
oo including mail and express, increased $825,020.30, or 
00 % 
increased $18,046,342.48, or 17.10% 


Operating expenses over 


1935. Total maintenance expenses increased $10,781,268.45, or 
25.27%, of which $3,.340,164.60 was for maintenance of way and 
structures and $7,441,103.85 for maintenance of equipment. The 


EET Ee of equipment expenses Py ey depreciation charges of 

7,363,115.87, an increase of $162,602.53 over 1935. Transporta- 
tion expenses increased $6,927,170.90, or 13.77%. The transpor- 
tation ratio was 33.86% of operating revenues as compared with 
35.46% in 1935. The total operating ratio was 73.14%, compared 
with 74.42% in 19365. 


NET INCOME 

Net operating revenue increased $9,103,074.50, while taxes, 
equipment and joint facility rents increased $3,102,752.63, result- 
ing in an increase in Net Railway Operating Income of $6,000,- 
321.87. Other income, including rents, dividends and interest, after 
deducting miscellaneous charges, reflects an increase over 1935 of 
$1,673,866.54, while fixed charges decreased $45,695.35. The net 
income after payment of interest and other fixed charges aggregat- 
Sain was $4,538,975.12, an increase over 1935 of 
Pisé , f . 


TAXES 

The total taxes accrued as a charge to income in 1936 was $10,- 
495,868.31, an increase over 1935 of $2,976.545.14. Of the total, 
$2,.135,651.02 was due to the Excise Tax, account of the Railroad 
Retirement Act of 1935, effective March 1, 1936, and $725,246.24 
was for the unemployment —— feature of the Social Se- 
curity Act, effective January 1, 193 

Taxes accrued for 1936 absorbed 23. 1 cents of each dollar of net 


operating revenue and was equal to $3.33 per share of the total out- 
standing capital stock of the Company. 


BALANCE SHEET 

The balance sheet at December 31, 1936, indicated total property 
(less accrued depreciation) and other investments, of $1,079,956,- 
632, current assets of $33,822,073, as against current liabilities of 
$27:409,462, and deferred liabilities inter-company accounts, etc., 
net, of $16,418,931. The total interest-bearing debt outstanding 
was $678,664,643 (a decrease of $9,029,272 compared with preced- 
ing year). The outstanding capital stock was $315,158,485, and 
corporate surplus $76,127,184. 


EMERGENCY INCREASE IN FREIGHT RATES 

Emergency increase in freight rates authorized by the Interstate 
Commerce Commission effective April 18, 1935, terminated December 
31, 1936. During 1936 between $6, 000,000 and $7,000,000 were 
realized by the Company from the emergency increase. As the rea- 
sons which justified the ‘‘Emergency Charges” are continuing with 
added emphasis as to cost of material it is hoped that the Commis- 
sion will give sympathetic consideration to the petition of the rail- 
roads now pending for certain increases and adjustment of freight 
rates which will aid in meeting present basis of costs without im- 
posing undue and inequitable burdens on commerce and industry, 
or without interfering with the flow of traffic. 


PICK-UP AND DELIVERY SERVICE 
To facilitate the handling of less-than-carload traffic a system of 
store-door collection and delivery was inaugurated November 1 
1936, to apply to shipments paying not less than forty-five cents 
per 100 pounds. 


SHAREHOLDERS 
At the close of 1936 there were 40,861 registered holders of the 
Company’s capital stock of both classes, with an average holding 
of 77 shares. The continued cooperation of shareholders in the use 
of the Company's facilities and in the solicitation of the business 
of others for transportation over its lines is earnestly desired and 
greatly appreciated. 








The President and Board of Directors record their appreciation of the loyal support and efficient cooperation of the 
officers and employes in the conduct of the Company’s business throughout the year. 


DANIEL WILLARD, President. 

















the latter source will again be rela- 
tively as large as it was prior to the 
IC. C. ruling requiring railroads to 
make full charges for servicing and 
switching of refrigerator cars. For 
these items last year Southern Pa- 
cific charged Pacific Fruit Express 
about $2,000,000, insufficient, how- 
ever, to offset fully the loss in non- 
operating income. 

To finance large expenditures 
made for extension and improve- 
ments adding $400,000,000 to total 
assets during the past fifteen years, 
Southern Pacific has not only in- 
vested surplus earnings, but also sold 
substantial amounts of bonds and 
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outstanding securities. With the evi- 
dence afforded by the substantial 
improvement in the earnings over 
the past three years, the road has 
been able to regain most of its for- 
mer credit position. Last year South- 
ern Pacific sold $60,000,000 334 per 
cent bonds utilizing the proceeds to 
liquidate bank loans of $16,500,000, 
$17,000,000 in R. F. C. loans, $12,- 
000,000 4 per cent serial bonds held 
by the P W A, and for the purchase 
of a note of $17,882,250 of the St. 
Louis Southwestern held by the 
R. F. C. and payment of which had 
been guaranteed by Southern Pacific. 

The net increase in funded debt 


stock. Since 1920, when the road 
was released from Federal control 
funded debt has increased some 24 
per cent or about $137,000,000, re- 
sulting in a ratio of 65 per cent to 
the total capitalization. Prior to the 
depression, however, the road ex- 
perienced no difficulty in providing 
an excellent margin of safety for 
fixed charges; its credit standing was 
high; and its securities commanded 
gilt-edge investment ratings. During 
the depression years, the failure of 
the road to fully earn fixed charges 
in two years and the heavy reliance 
upon non-operating income lost con- 
siderable investment caste for its 
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3 Reasons 


Why You Should Have 
These Monthly Ratings | 

| 
Always Handy— 

















You want to know which of 

the securities you hold offer 
the soundest investment possi- 
bilities—which are progressing— 
which are at a_standstill—the 
danger signals if any. 


2 At any time you may want to 

know the vital facts about any 
one of the 1542 leading stocks 
listed on the New York Stock 
Exchange or the New York Curb 
Exchange—leading bank or in- 
surance stocks. 


3 Adjustable Stock Ratings, re- 

vised monthly, comprises 112 
pages of brief statistical reviews, 
expert ratings and _ individual 
comments that leave you in no 
doubt as to the prospects of the 
securities in which you are in- 
. terested. 


Adjustable Stock Ratings is just 
about the most efficient and use- 
ful investment tool that you can 
possibly have—and with The 
Magazine of Wall Street will 
enable you to keep accurately and 
authoritatively posted at all times. 


Now only $2.50 a Year 


Adjustable Stock Ratings, pub- 
lished on the 15th of every month, 
is only $2.50 a year—a most mod- 
est price compared with similar 
services costing up to $40.00 and 
$50.00 a year or more. Why not 
subscribe now? 





Mail this coupon today 


The Magazine of Wall Street 
90 Broad Street, New York 


I enclose $2.50. Send me ADJ UST- 
ABLE STOCK RATINGS 
monthly for one year. 

















last year was $27,889,466. Actually, 
however, there was a moderate de- 
crease in fixed charges, made _ pos- 
sible by the savings in interest on 
unfunded debt. Last year, the road 
covered fixed charges nearly one 
and a half times and net income 
totalled $14,503,000 as compared to 
$2,347,000 in 1935 and $403,000 in 
1934. Both gross revenues and net 
income, however, were 14 per cent 
lower per $1,000 of funded debt last 
year than the average for all rail- 
roads. It would appear, therefore, 
that Southern Pacific is carrying a 
fairly large burden of funded debt, a 
condition which may prove some- 
what embarrassing in the next busi- 
ness recession and particularly so if 
there is a further decline in invest- 
ment income. In the present setting, 
on the other hand, the large ratio 
of funded debt to stock creates a 
potent leverage factor. 

The effect of this leverage factor 
upon earnings is aptly illustrated in 
the showing of the road last year. 
An increase of 25 per cent in gross 
revenues was sufficient to produce 
an increase of more than 500 per 
cent in per share earnings. Net in- 
come of $14,503,000 was equal to 
$3.84 a share on the 3,772,763 shares 
of capital stock, comparing with 62 
cents a share in 1935 and 11 cents 
a share in 1934. 

It is true, of course, that earnings 
last year were benefited by the 
diversion of considerable traffic to 
the Southern Pacific as a result of 
the shipping strike on the Pacific 
Coast, and the extensive damage to 
the citrus fruit crop in California will 
make inroads into an important traf- 
fic item this year. As yet, however, 
the effect of these factors upon cur- 
rent operations has not been appar- 
ent. Traffic in the first four months 
was at the best level since 1930. 
Gross in April increased 20 per cent 
over last year and for the first four 
months operating revenues totaled 
$74,349,454. as compared with $57,- 
351,634 in the same months of 1936. 
This year the road shows a moderate 
profit for the first four months, 
whereas last year there was a loss of 
$1,862,983. 

Best estimates place Southern Pa- 
cific’s probable traffic in citrus fruits 
this year at about 25 per cent under 
1936 and, while the damage to the 
crop was placed at 40 per cent, it 
was a potentially larger crop than a 
year ago. The lower dividends re- 


ceived from the Pacific Fruit Ry. 
press will probably not be fully off. 
set by servicing charges and the 
road is faced with an increase jp 
pension tax accruals. Since lag 
June when a lower court decision 
held unconstitutional the taxing fea. 
tures of railroad pension legislation, 





I 





Southern Pacific has not accrued the 
31% per cent payroll levy. If the 
new agreement is enacted the road 
will have to charge current earnings 
with the new rate of 2% per cent, 
which would amount to about $3. 
000,000 annually. The company’s 
present pension plan requires some 
$2,000,000 annually, so that the ac. 
tual increase in tax accruals would 
not be as large as indicated. 

It is a foregone conclusion that 
operating costs will be larger this 
year but there is no evidence to sug. 
gest that the road has any consider. 
able amount of deferred maintenance 
to make up and with the practical 
lessons in operating economy and 
efficiency which were learned during 
the recent lean years, it is a fair 
speculative assumption that a sub- 
stantial portion, if not all, of in 
creased gross can be carried to net 
operating income. 

Accompanying the road’s im- 
proved operating status has been a 
considerable strengthening in_ its 
finances, and with cash of more than 
$20,000,000 the early resumption of 
dividends appears practically cer- 
tain. All of which, both favorable 
and unfavorable factors, are conser- 
vatively appraised by the present 
market at 55 for the company’s 
shares. But if Southern Pacific is 
successful in fully regaining its pre- 
depression status, as there is indi 
cation that it will, the acquisition 
or retention of the shares should well 
reward the holder. 





Outlook for Business Profits 





(Continued from page 210) 


higher costs of labor and the increas- 
ing burden of taxation. 

As compared with 1929, it may 
be observed that the general cost 





structure in manufacturing industry 
is more favorable than is suggested 
by the recent and current variations. 
The cost of raw materials remails 
somewhat under the average of 0 
last prosperity period; and while 
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So a as a NT? 





hourly wage rates in manufacturing 
are more than 11 per cent higher 
than in 1929, the present labor cost 
per unit of product, as recently cal- 
culated by the National Industrial 
Conference Board, is nearly 10 per 
cent lower than in 1929. The latter 
advantage has derived, of course, 
from improved equipment, better 
management, scientific progress, etc. 
In addition to the cost factors 
heretofore discussed, the Social Se- 
curity program and Federal wage 
and hour regulation will undoubt- 
edly make for a rising tendency in 
business costs for many years to 
come. There is no reason, however, 
to fear that the last outpost of the 
American business man’s ingenuity, 
initiative and adaptability has been 
seen. On the contrary, technological 
progress and improved operating 
methods are always spurred by ne- 
cessity, whether that necessity be 
created by depression or by new and 
strange problems set up by our eco- 
nomic planners at Washington. 
Over the long run, for many dec- 
ades, the trend of unit labor costs 
has been downward. That was the 
basis for the great rise in our living 


standard over the past three or four 
generations. Whether real wages 
will continue to rise depends upon 
whether still further gains in pro- 
ductive efficiency and still further 
expansion of volume will prove more 
than sufficient to offset much higher 
hourly wage rates, a heavy and con- 
tinuing burden of taxation and seri- 
ous new rigidities introduced into 
our economic organization both by 
Federal regulatory legislation and 
by increasing labor unionization. 
That question remains for a distant 
future to answer. Wage and hour 
regulation will in no event be an 
actual third quarter factor, nor prob- 
ably even a fourth quarter factor. 

Expectations of business recession 
in the months ahead are based 
largely on such factors as excessive 
forward-buying for weeks prior to 
the break in commodity prices, cum- 
bersome inventories of general mer- 
chandise, consumer resistance to 
higher retail prices, uncertainty as 
to whether commodity prices have 
stabilized and the general psycho- 
logical let-down induced by severe 
reaction in commodities and securi- 
ties. A variety of other considera- 





New York Curb Exchange 





ACTIVE ISSUES | 
| 


Quotations as of Recent Date 


1937 
Price Range 
—————--~ Recent 

Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 120 147 
Amer. Cyanamid B (*.60)..... 35%, 26% 31% 
Amer. Gas & Elec. (1.40)..... 48%, 31 321% 
Amer. Lt. & Tr. (*1.20)....... 26% 18% 19% 
Amer. Superpower........... 3 13% 13% 
Arkansas Natural Gas “A".... 1314 6% Th 
Assoc. Gas & Elec. “A"...... 514 2% 3 
RIB INUIED snc vscicsicnsese 534 3 314 
Cities Service Pfd............. 60 464, 483%, 
Colum. Oil & Gas (1.20)...... 10% 6% 7% 
Commonwealth Edison (*4).... 139 107 110 
Consol. Aircraft.............. 333%, 20%, 24% 
Pee 115% T% 9% 
Consol. Gas Balt. (3.60)....... 89144 70% 71 
Creole Petroleum (*.50)....... 38 284% 34 
Eagle Picher Lead ({.20)...... 27% 171% 191% 
Elec, Bond & Share........... 28% 151% 171% 
Elec. Bond & Share Pfd.(6)... 87% 69% 69% 
Ex-Cell-O A. & T. (1.20)..... 275%, 183%, 21% 
Ford Mot. of Can. “A" (1).... 2934 221% 231% 
eee gee 384%, 18% 291% 
Glen Alden Coal (*1)........ 15 11 11% 
Gulf Oil of Pa. (1.25)........ 63% 51% 56% 
Hudson Bay M. & S. (1.75)... 42 27 30% 
Humble Oil (1.50).......... 87 75 79%, 


1937 
Price Range 
——_——~. Recent 

Name and Dividend High Low Price 
Imperial Oil (*.50)........... 24% 20% 21% 
fron Fireman (1.20)........... 27% 20%, 21 
Lake Shore Mines (*4)....... 59%, 473%, 50%, 
Lockheed Alls... ......0.00. 161, 9%, 11% | 
Molybdenum............... 11344 84 8% 
National Sugar Ref. (2)....... 28 25 251% 
New Jersey Zinc (*2)........ 94%, 6% 18% 
Newmont Mining ({1.50)..... 13534 103% 108 
Niagara-Hudson Power....... 16% 11% 12% 
Niles-Bement-Pond ({1)...... 51 40 47 
No. Am. Rayon “B"(1.50).... 50% 353%, 44 
Oklahoma Natural Gas....... 14/2 9% 1314 
Pan-Amer. Airways ("1)...... 5% 59 63 
6 a are 9% 51% 834 
Pennroad Corp. (+.25)........ 53 3% 3% 
Pepperel Mfg. (*6).......... 151 121 124 
Pitts. Pl. Glass ({2.50)........ 1474 114% 125% | 
Sherwin-Williams (4)......... 154%, 122 124 
Technicolor, Inc. (}.50)....... 31 185% 27% 
United Gas Corp............. 135 8%, 9%, 
United Lt. & Pwr. "A"....... 11344 514 5% 
United Lt. & Pwr. Ph."A".... 4% 2% 2% 

t Paid this year. 

* Annual rate—not including extras. 

t Paid last year. 
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tions could be listed, including the 
trend of affairs at Washington, but 
these in the main are not new and 
one could have feared them, without 
straining the imagination, through 
the first quarter when business ac. 
tivity, commodity prices and many 


stocks were enthusiastically ad- 
vancing. 

Generalization in business fore. 
casting is always risky. Take the 
matter of inventories. Department 
store inventories in the New York 
Federal Reserve district as of the 
end of March—the latest official fig. 
ures available—were 20.7 per cent 
higher than a year ago. Allowing 
for price change, this means about 
12 or 13 per cent higher in physical 
volume. Whether this showing re- 
flects the average inventory situa- 
tion of all retail merchandising is by 
no means certain and, in fact, is to 
be doubted. Moreover, Federal Re- 
serve published statistics are always 
well behind the flow of events. De- 
partment stores in recent weeks 
have broken out in a rash of clear- 
ance sales and their inventories are 
most certainly declining. 

Moreover, merchandising is only 
one part of the inventory picture. 
Total domestic stocks of goods and 
materials on hand have been declin- 
ing since the first of the year; and 
are only moderately above the low- 
est point reached in 1936, which was 
the lowest figure in many years. 

Again, such factors as forward 
buying, inventories and_ backlogs 
have no significance whatever to 
certain very important industries. 
Take construction, one of the key 
activities of the country. There is 
no question of forward-buying, 
backlogs, inventories. The cycle in 
building—now upward—is always a 
long one and short-term variations 
within the basic cycle are smaller 
than in any other industry. Simi- 
larly, there is no correction called 
for in the motor industry. Demand 
is sustained, dealer stocks are nor- 
mal, if not light in some lines; and 
any third quarter recession is un- 
likely to be of more than the usual 
seasonal proportions as new model 
time approaches. 


Both in terms of present backlogs 


and prospect for new business, wide 
variations from industry to industry 
are present. Backlogs in steel are 
now being reduced, but substantial 
tonnages of third quarter business 
are coming in and an operating rate 
close to the present level should 
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You Can Still Have a Copy of This 
Important New Book—Free 


HETHER you are actively in- 

terested in trading, or only 
occasionally buy and sell securities, 
you will be repaid rnany times over 
for the time you spend reading this 
valuable little book. 


New—Timely 


Everything you need to know about 
the procedure of buying and selling 
securities under today’s market con- 
ditions is simply and authoritatively 
set forth, and many practical examples 
are cited. 


Beginning with a practical discussion 
of the effects of S. E. C. regulations— 
and how to select your broker—“‘How 
to Profit Through a Knowledge of 
Brokerage House Technique’”—com- 
prehensively, yet simply covers every 
technical phase of buying and selling 
securities. 


It tells you how to open a brokerage 
account—the different kinds of buy- 
ing and selling orders and when to 
use them—how to determine the cor- 
rect buying and selling price—what 
to consider when dealing in odd 
lots — “stop loss” orders — how to 


_ tead a broker’s statement—and these 


are just a few of the important phases 
covered. 


Truly, this is a workable and easily 
understandable text, explaining a 


profitable subject so that you can 
readily understand and apply its 
methods to your individual needs. 


Free With Yearly 
Subscriptions 


This book is not for sale. It was pre- 
pared for THE MAGazINE OF WALL 
STREET subscribers—was offered with 
yearly subscriptions. We have but a 
limited quantity now available, so 
urge you to act at once. If you did 
not receive it as a subscriber, “How 
to Profit Through a Knowledge of 
Brokerage House Technique” will be 
sent with a one year’s renewal now. 


Other Privileges You 
Enjoy 


Yearly subscribers also enjoy the con- 
sultation privileges of our Confiden- 
tial Inquiry Service. No other organi- 
zation has the facilities to duplicate 
this cooperation—the only stipulation 
is that inquiries be limited to not 
more than three listed stocks or bonds 
at a time in order to facilitate replies. 
This enables you to personalize the 
work of THE MAGAZINE OF WALL 
STREET in accordance with your par- 
ticular requirements—and, as in the 
case of many new subscribers holding 
securities about which they know but 
little, this department might quickly 
make or save you hundreds or thou- 
sands of dollars. 


Fill in and Mail This Coupon—Now 
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Contents 


Security Markets Under the S E C 
Your relationship with the broker 
under the new regulations. 


Choosing Your Broker 
What to consider when selecting 
a broker—what service can you 
expect. 


Securities—Registered and 
Exempt 
When to have your stocks and 
bonds in your own name—safe- 
guards to be taken. 


The Mechanics of Buying and 
Selling 

How to determine the ‘correct’ 

buying and selling price—how to 

transmit your order to avoid 

error—kinds of orders—when to 

use them. 


Costs of Buying and Selling 
Securities 
Brokerage commission rates — 
why they vary—state and federal 
taxes—interest rates on margin 
accounts—how to economize on 
brokerage expenses. 


Margin Accounts 
S E C requirements — how they 
have affected the technique of 
trading on margin—short sales. 


Your Broker’s Statement 
How to read it—how to keep a 
record of your margin status— 
favorable buying and_ selling 
prices in relation to margin re- 
quirements. 
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Enclosed find my remittance of $7.50 for which enter my subscription to 
THE MacazinE oF WALL STREET for one year—including free Per- 
sonal Inquiry Service—and send me “How to Profit Through a Knowl- 


Consultation Privileges Through 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bonds (as many as three each time 
and as often as you wish). 
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hold through July. Both backlogs 
and new orders in the electrical and 
railroad equipment industries indi- 
cate a high level of production for 
months to come. To cite one ex- 
ample, General Electric orders 
through the first half of the second 
quarter were running some 70 per 
cent higher than a year ago. No let- 
down in the farm equipments of 
more than seasonal nature is in sight. 
In fact, weak spots are in a decided 
minority. Prominent among the 
latter are textiles, in which back- 
logs are fast running off and new 
business is slack. In the third quar- 
ter line-up, industry by industry— 
which we will undertake in our usual 
quarterly forecast article in our 
issue of June 19—the chief doubts 
probably will center in textiles and 
steel. 

On the consumers’ side of the pic- 
ture, it is a fact that the purchasing 
power of many white collar workers 
and of numerous persons employed 
in service trades or industries has 
lagged behind the rise in the cost of 
living, but the present general re- 
treat from unnecessary price-raising 
at least reduces the risk of any seri- 
ous buyers’ strike on the part of 
these groups. Moreover, despite 
great inequalities, aggregate con- 
sumer purchasing power has thus 
far continued to increase, due to 
very large gains in business payrolls, 


in cash farm income and in dividend 
distributions. It must be remem- 
bered, however, that business in the 
second half of last year had the spe- 
cial stimulation provided by distri- 
bution of the $2,000,000,000 veter- 
ans’ bonus and by WPA spending 
larger than is likely to prevail dur- 
ing the rest of this year. Yet factory 
payrolls and farm income are now at 
an annual combined rate some $4,- 
000,000,000 higher than a year ago. 

On the whole, third quarter cor- 
porate profits probably will average 
considerably less than in the first 
and second quarters, but will remain 
well above the level of the third 
quarter of last year—with the larg- 
est year-to-year gains in such lines 
as steel, construction, equipments 
and machinery, petroleum, paper, 
house furnishings, non-ferrous met- 
als, motion pictures and railroads. 





Money Out of the Air 





(Continued from page 241) 


the subsequent Martin “Clipper.” 
Depreciation in 1936 at 14% of 
operating revenue ran about the 
same for domestic lines, but, in con- 
trast, net income was around 9% of 
gross, whereas, the highest domestic 
operator’s was United’s 3.7%. 





Over-the-Counter 





ACTIVE ISSUES 


Quotations as of Recent Date 


Bid Asked 
American Book Co. (4)............ 64 67 
American Hardware (1)............ 36%, 3714 
Climax Molybdenum (1.20)...... . 47% 49% 
6, OS eee 6 g 
Columbia Broadcasting “‘A"’ (1.30).. 53% 55% 
Crowell Publishing Co. (3).......... 46 48 
Dictaphone Corp. (2.50). ES 73 
Draper Corp. (15.40).............. 78 82 
RNEMEUD 3652 Sadi. nay a's 3514 36% 
National Casket (3)................ 44 48 
Ohio Leather (.25)................ 20 25 
Scovil Mfg. (2)................... 4% 4234, 
Singer Ole. Go. (°16)............. 303 308 
Tico Peoducts (2:50).............. 402 4248 
Wilcox & Gibbs (1)............... 26 28 


PUBLIC UTILITIES 


Alabama Power Pfd. (7)........... 67 69%, 
Carolina Power & Light Pfd.(7)..... 86 89 
Central Maine Power Pfd. (3.50).... 89% 9114 


Columbia Rwy. Pwr. & Lt. Pfd. (6)... 105 107 
Dallas Power & Light Pfd. (7)....... 11234 


Bid Asked 
Jersey Central Pwr. & Lt. Pid.(7).... 92 93 
Kansas Gas & Electric Pid. (7)....... 111 113 
Kings Co. Ltg. Pfd.(7)“A"........ 68 72 
Long Island Ltg. Pfd.(7)"*A"’...... 79 81 
Metropolitan States Pwr. Pid. (6).... 35 39 
Nebraska Power Pfd. (7)........... 105 109 
New Orleans Public Serv. Pfd. (6)... 56% 5814 
Nor. States Pwr. Pfd.(7)......... . 83 8435/4 
Pacific Power & Light Pfd.(7)....... 68 72 
Tennessee Elec. Power Pfd. (6)...... 5014 52 
Tennessee Elec. Power Pfd. (7)...... 57 59 
Texas Power & Light Pfd.(7)........ 101%, 104%, 
Utica Gas & Elec. Pfd.(7)........ 9512 9712 


TELEPHONE & TELEGRAPH 


American Tel. & Tel., N. J. (5)..... 120 122 
Empire & Bay State (4)............. 62 eae 
Mountain States Tel. & Tel. (8)...... 140 143% 
OG, V7, One C050).....55...5.0.. RB 28 
Peninsular Telephone (1.60)........ 26 28%, 
Southern New England Tel. (7)...... 156% 158% 


* Includes extras. 
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Pan American has foreign air maj] 
contracts, 5, 6, 7, 8, 9, 10, and 14, 
The last was the China mail begin- 
ning November 22, 1935, for a ten- 
year period. Although air mail con- 
tracts are a minor contributor to 
domestic lines, Pan American’s mail 
revenue amounts to about two- 
thirds of its total. All contracts ex- 
cept No. 14 expire in the first half 
of 1939 and this fact has been dis- 
cussed as a possible vulnerable point 
for Pan American. At the time of 
the unsettlement in general mail 
contracts in 1934, some slight modifi- 
cations were made, but we believe 
that the necessity for maintaining 
our air trade routes against en- 
croachment from foreign lines will 
be a determining factor for the re- 
newal of these contracts when they 
expire. The facility for typing 
up collateral franchises which Pan 
American is reputed to have would 
be a probable deterrent to disposi- 
tion of the renewed contracts to a 
competitor line. 

Present relationship between the 
market price and the earnings, with 
a $1 dividend, represents the con- 
fidence that at some future date Pan 
American will show handsomely. 
Last year its charge-off to obso- 
lescence alone was equivalent to 
$1.25 per share, and total deprecia- 
tion was somewhat in excess of $2 
per share. 


United Air Lines Transport Corp. 


Current Price 16% 
1936 Earnings per share......... 26¢ 


ee ed 


United has the domestic air mail 
contract between Newark and Oak- 
land which paid in the 1936 fiscal 
year $2,334,000. Seattle-San Diego 
and Salt Lake City-Seattle routes, 
substantial producers, were also 
flown. Its advance in passengef 
business 1936 over 1935 was 18.5 per 
cent compared with the following 
gains by the other members of the 
big four: American—51.7 per cent; 
Eastern—27.9 per cent; TWA—12.7 
per cent. The company has ordered 
two additional Douglas transports. 

It appears that the rate of growth 
of American Airlines and the small 
number of shares outstanding give it 
the greatest potential leverage which 
is somewhat reflected in the price of 
its stock, 22, relative to the 2 cents 
per share earnings for 1936. In 1935 
a deficit of $2.69 was shown. 

From these brief summaries it is 
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BOOKS 


FOR THE BUSINESS MAN 












MIDDLETOWN IN 


TRANSITION 


Robert S. Lynd & 
Helen Merrell Lynd $5.00 


This book is the result of one of the most 
amazing studies ever made of the average 
American community. The authors have given 
us, not merely a theory substantiated by 
random examples taken from some remote 
city’s history, but a documented record of a 
representative American town in every phase 
fom which you can draw your own conclu- 
sions. 


Asimilar study, called MIDDLETOWN, was 
made by these same authors in 1925, which 
covered the period from 1890. This new book 
covers the decade following 1925, demonstrat- 
ing the changes since then, and emphasizing 
how this typical town reacted to the boom, 
the depression, and to the radically new poli- 
cies of Washington. Religion, social and 
educational activities, commercial practices 
and policies, boom and depression theories, 
city politics and community beliefs,—all are 
reviewed carefully and a wealth of new find- 
ings is set forth. This one book will give the 
reader more insight into the social processes 
of this country than five or six of the usual 
kind. We urge you to be sure and read it. 





FORTUNE'S 
YOU! 
Charles J. Collins $2.00 


Here is today’s plan for investing! It is a 
plan that will enable you to reap the benefits 
of increasing better times and so lay the 
foundations of a substantial fortune, whether 
you have a few hundred dollars or a few 
millions. A book that can be read in a 
couple of hours FORTUNE’S BEFORE 
YOU! contains a great deal of terse and 
valuable comment that should not be over- 


BEFORE 





looked. 


Here are some of the chapter titles: The Ideal | 
Way of Making a Fortune—On These Three | 
laws Hang All the Profits—Bonds to Pre- | 
vent Backsliding—Common Stocks to Move 

Ahead—Getting Acquainted With the Bull 

Market Leaders — Would War in Europe | 
Stop the Recovery? — Investing $100,000 
More or Less. The general principles out- 


lined are the product of many years of obser- 
Vaion and they have been applied success- 
fully by many investors who are making a 
great deal of money. 
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SLUMP AHEAD 


IN BONDS 
L. L. B. Angas $1.00 


All those holding bonds at present should 
read this book. According to Major Angas 
bonds will fall and the stock market receive 
a temporary sympathetic shock as a result 
of administrative acts to prevent a wild 
price inflation. Positive deflation of the 
recently inflated bank credit currency will 
be necessary, and since almost every means 
of artificially deflated bank credit currency 
entails dearer money, and since the natural 
industrial demand is on the increase, he 
deduces that the bond market will fall. 


A most interesting conclusion reached by 
Major Angas is the startling statement that 
since the policy of the Government is to 
control both booms and slumps, the whole 
trade cycle that we have known for so long 
may now be dead. 


INSURANCE AND 
ANNUITIES 


Harwood and Francis 





$2.50 


This book should be in everyone’s library. 
It is the revised and up-to-date edition of a 
book that is regarded by many as the only 
really reliable and unbiased source of infor- 
mation on insurance and annuities. Unlike 
most books on the subject, it is written from 
the buyer’s point of view and enables you to 
easily judge for yourself which policies are 
the best and cheapest for your especial 
needs. The authors are entirely independent 








of all commercial interests and have no 
connection with any insurance company. 


If you are concerned with the effect of in- 
flation upon insurance, there is a chapter 
dealing with that very subject. Other chap- 
ters discuss different kinds of policies, how 
much you should carry, different types of 
annuities, and how to choose the best com- 
panies. Ratings of both contracts and com- 
panies are also given. 





WHERE ARE WE GOING? 
E. C. Harwood $1.00 


Mr. Harwood, well-known for his unbiased 
views and accurate forecasts, again clears the 
fog from current issues and shows us what 
results we may expect from the drastic new 
policies of the present Administration. His 
conclusions will not encourage even the most 
optimistic, to say the least, and they are well 
worth your attention. 


After a short period of prosperity, he says, 
we will reach the aftermath of this inflation 
spree. “Unfortunately, a rising cost of living 
and bitter disappointment because of failure 
to reach the promised land will almost cer- 
tainly increase the class consciousness which 
is becoming so visible today. . . . The blunt 
wedge of inflation is being driven into the 
thrifty and industrious middle class of the 
nation. Those whom it does not destroy it will 
push aside, either to the upper level of those 
who are profiting by the process, or to the 
lower level of the thwarted, poorer classes.” 
Eventually, we will have a civil war, which, 
though probably bloodless, will have even 
more disastrous results than the first one. 
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apparent that most of the stocks of 
air transport companies must be 
regarded as speculative. Despite 
the improving volume of their 
business and the trend toward stand- 
ardization it is a matter of guess- 
work to gauge when the continued 
heavy depreciation and obsolescence 
expenses are likely to moderate per- 
ceptibly. While there have been re- 
cent indications in this direction, the 
stocks are by no means bargains at 
current levels. Pan American Air- 
ways may be regarded as in the best 
position of the group. 


Transcontinental & Western 
Air, Inc. 


This company has the mail con- 
tract No. 2 from Newark to Los An- 
geles on which approximately $1,- 
700,000 was paid for the fiscal year 
1936. 

Passengers carried last year 
showed a substantial rise but gain 
in revenue passenger mile was some- 
what less than the average for the 
industry asa whole. The rate of de- 
preciation on Douglas equipment 
was lowered but both labor and sup- 
ply costs rose. Earnings of 32 cents 
per share for 1936 compare with 3 
cents in 1935. The first quarter of 
1937 showed a slight loss. 
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flood losses and diversion of traf- 
fic because of winter floods in the 
territory served. The 1936 earn- 
ings were equal to approximately 
$8.23 a share and compared with 
$3.53 a share earned in the pre- 
vious year. Dividends totalling $6 
a share were distributed on the 
common stock last year and in view 
of earnings improvement noted so 
far this year larger aggregate dis- 
tributions are expected in 1937. 
More than half of the 1,170,000 
shares of capital stock outstanding 
are held indirectly by Atlantic Coast 
Line to which the dividends received 
are an important source of earnings. 
The L. & N. has an unusually favor- 
able financing position in the rail- 
road industry, being one of the few 
important carriers which has no 
short term debt owing either to 
banks or to Government financial 
agencies. The road has no impor- 
tant maturities until 1940. 
Unofficial estimates of earnings 
during the first four months of the 
current year are at the rate of bet- 
ter than $2 a share. This would 
compare with actual earnings of 
about $1.65 a share in the corre- 
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BANK AND TRUST COMPANIES 


Bankers (2) 

Bank of Manhattan (1.50) 
Bank of N. Y. & Trust (14) 
ee —— (4) 


y (1) 
ad Exchange (3) 
First National (100) 
Guaranty (12) 
Irving Trust (.60) 


INSURANCE COMPANIES 
Aetna Fire (1.60) 


m. Surety (2. 
Fireman's err (.30) 
Glens Falls (1.60 
Globe & Recsen 
Great American (11.20) 
Hanover (1.60) 


Hartford Fire (2) 


INSURANCE COMPANIES— es ee 
Bid Asked 


Home (71.30) 

Ins. Co. of Novth America (72.50)... 
Maryland Casualty 

National Fire (2) 

Phoenix (2.50) 

Sun Life Car (3.75) 

Travelers (1 

United States Fire (+2.50) 
Westchester F. (71.40) 


INVESTMENT TRUST SHARES 


Amerex Corp 
Brit. Type Investors 
Bullock Fund 


Fidelity Fund 
Incorporate Investors 
Maryland F. 

Massachusetts Invest 
Nation-wide Securities B. Kaeo 
No. Amer. Trust Shares 1958. 
Quarterly Income Sh 17 
Spencer Trask Fund 
Uselps Voting Shares 

t Includes extras. 





sponding period of 1936. Recenth 
merchandise shipments have shoy 
marked increase and coal haulage; 
small decline. Consequently, dur rn 
ing April gross revenues . showg 

greater improvement than had be 

indicated by car loadings figures } i 
cause of the shift in the characte 
of the freight carried. During Mg 
loadings have been running about ] 
per cent higher than a year agg 
Prospects of the shares appear dig 
tinctly favorable at present. 
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the remainder of this session. 7 
On the other hand, less and leg 
is heard of budgetary rigidity, 
Deficit financing will go on for af 
least another year; appropriation 
will not be so large this year as the 
were in 1936, but there will be 
worthwhile economies. The objeg 
tionable excise taxes will stick. 4 
The revised A A A legislation y 
not be affected either way by 
Congressional revolt. It is esse 
tially class legislation and not sub 
ject to by-product incidence of % 
Capitol-White House controve 
The same is true of the long dreade 
wage and hour bill. At last 
President has definitely before Cot 
gress his sacred shorter week, aiid 
the ghost of N R A has come ton r 
life in the Black-Connery bills 
which mark the proclamation 
the President the other day: “ 
time has arrived for us to 
further action to extend the fra 
tiers of social progress.” . 
While some fantastic gold, silve 
or paper money legislation is nd 
likely, there is a chance that 
President may take a punitive 1 
at the economic royalists by sidift 
with that group in Congress whié 
would nationalize the Federal Bi 
serve Banks. | 
From all of which it is obvie 
that the most encouraging outcoft 
of the struggle between the Pre 
dent and Congress is not to be fo 
in the economic or even in the legi 
lative effects, but in the progr 
made toward the preservation 
independent judicial and legislati 
branches of the government. It® 
in this that business can expect J 
longer range benefits. 
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